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PROFILE

SANYO Electric Co., Ltd., was incorporated in 1950. The firm manufactures a broad range of electronic products grouped into six segments;

AV/Information and Communications Equipment, Home Appliances, industrial and Commercial Equipment, Electronic Devices, Batteries,

and Others. Sanyo's net sales for the year ended March 31, 2003 (fiscal 2003), amounted to ¥2,182.6 billion (US$18,188 million).

The name Sanyo means “three oceans”—specifically, the Pacific, Atlantic, and Indian Oceans—and symbolizes the Company’s global

perspective. The Sanyo Group of companies is truly international, comprising 84 manufacturing companies, 37 sales companies, and 39

other companies around the globe.

Sanyo's strategic business foci are on the Digital & Devices and Environment fields. Committed to solving environmenta! issues, the

Company has made the development of technologies with minimal burden on the environment an area of strength. It emphasizes such tech-

nologies as clean-energy generation, rechargeable batteries, and air-conditioning methods that do not require the use of harmful chloroflu-

orocarbons. Notably, the Company has pioneered the development of successive generations of increasingly efficient solar cells and

rechargeable batteries.

In the Digital & Devices field, Sanyo seeks to become a multimedia device powerhouse by developing pioneering technologies to help

drive the digital revolution. The Company’s digital cameras, liquid crystal display (LCD) projectors, and cellular and Personal Handyphone

System {PHS) phones are highly acclaimed.

v
CONTENTS
Financial Highlights............c..cccoooicrs e srecsemenermesesesenesrsneeens 1 Selected Financial Data...............cor oo cssessrssnesssesansen 19
To OUT STOCKROIARTS ... ies e ssesessssst e res 2 Management's Discussion and Analysis................cccemecneinconenennneins 20
Sweeping Reforms Target “Excellent Company” Standards ..............ccccoooeeveene. 5 Financial Statements and NOtes ..o sssnens 25
Business Segment PErOrMancCe............ccooocnerconenmrcsironenseermesssesrenneens 10 Report of Independent AUdItors............ccoociiciiiccicoioemmmemesmnns a2
Environmental Activities Corporate Directory.... .43
Research and Development .............ccoocnmssnon: 18 Investor Information ... 45

& Cover story:

Solar Ark, at the SANYQ Gifu Plant, is a large-scale
630 kW photovoltaic power generating system
that demonstrates SANYQ's commitment to har-
mony with the global environment through clean
energy. Solar Lab, a solar energy museum in the

center of the structurs, is open to the public.

{Solar Ark contains 5,046 solar cell modules and generates
2 maximum output of 630 kW. The annual output is esti-
mated to be approximately 530 thousand kilowatt-hours.
Carbon dioxide reduction amounts to 95 tC/year. Solar Ark
measures 315 meters in length and waighs 3,000 metric
tors.}

Notice Related to Future Outlook

All statements in this annual report other than past factual matters represent outlooks for projected future results and are in
accordance with Sanyo’s present plans, outlook, and strategies, based on management judgments in the light of currently avail-
able information. Therefare, Sanya does not guarantee the accuracy and reliability of information it receives and asks that you
do not rely on this information alane.

There are various risks and uncertainties related to factors causing changes in business results. The principal factors influ-
encing results include 1) large changes in economic conditions and capital markets as well as changes in consumption in busi-
nesses in which Sanyo engages; 2) the effects of changes in the exchange rates between the yen and the dollar as well as the
yen and other currencies on Sanyo’s international business activities; 3} various trade restrictions in the markets of each coun-
try;, and 4) Sanya’s ability to provide new technologies, new products, and new services amid rapid technological innovation in
information technology (IT}, market competition, and price competition. However, it should be noted that factars affecting
Sanyo’s performance are not limited to these factors and that there are other factors that contain {atent risks and uncertainties.

In this annual report, “the Company” refers to SANYO Electric Co., Ltd, and “Sanya” to SANYO Electric Co., Ltd,, and its subsidiaries,
unless otherwise specified.




FINANCIAL HIGHLIGHTS
SANYO Electric Co., Ltd. and Subsidiaries March 31, 2003, 2602 and 200t

Thousands of

Millions U.S. Dollars
of Yen (Note a)
2003 2002 2001 2003
Net sales ¥2,182,553 ¥2,024,119 ¥2,157,318 $18,187,942
Operating income.. 78,299 53,074 106,591 652,499
Net (loss) income (72,817) 1,727 42,201 (606,808)
Total SOCKROIAEIS' BUILY .........oococceececveeececrrnereee et sttt scenes 481,192 602,175 652,322 4,009,933
Total assets 2,744,526 2,749,709 2,945,274 22,871,050
U.S. Dollars
Yen {Note a)
Per share (Note b):
Net (loss) income:
BBSIC coevvvvuvereeerssissesesneesss bbbt s RS saenes R ¥ (39.1) ¥09 ¥ 226 $(0.326)
DUUTEA correr e e s s b s s b e a s A s Ab SR ST RS RS tne eet — 09 22.1 —
Cash dividends AEECIAMEH ...ttt s 6.0 6.0 6.0 0.050
Per American Depositary Share (Notes b and ¢):
Net {loss} income:
¥ (195.5) Y45 ¥113.0 $(1.629)
—_ 45 110.5 —_
30.0 300 30.0 0.250

Notes: {a) U.S. dollar amounts are translated from yen, far convenience only, at the rate of ¥120 = US$1, the approximate Tokyo foreign exchange market rate as of March 31, 2003.

See Note 2 of Notes to Consolidated Financial Statements.
{b) See Notes 1 and 16 of Notes to Consolidated Financial Statements.
(¢} One American Depositary Share represents five shares of common stock.
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During the fiscal year under review, we
made further progress toward the goals of
our medium-term business plan Challenge
21. That plan, which we implemented in
April 2001, proceeds with the reform of
our business structure based on the prin-
ciples of selectivity and focus. As a result,
our consolidated net sales climbed 7.8%,
to ¥2,182.6 billion (US$18,188 million), and
operating income rose 47.5%, to ¥78.3 bil-
lion (US$652 million). We regret to report,
however, that Sanyo posted a net loss of
¥72.8 billion {US$607 million) on the year.
This loss-the largest in our history—
occurred primarily because of loss and
devaluation on investment securities of
¥78.2 billion {US$652 million) and devalua-
tion and disposal of investments and bad
debts of certain consolidated subsidiaries
of ¥30.4 billion (US$254 million). We wish
to point out that these extraordinary loss-
es are a one-time occurrence. Based on
the continued pursuit of its medium-term
business plan and the fundamental reform
of its business organization and systems
that commenced in April 2003, the Sanyo
Group expects to achieve a recovery in
performance in the fiscal year ahead and

beyond.

> PERFORMANCE

In fiscal 2003, ended March 31, 2003, the
global economy was strongly affected by
conditions in the United States. Although
U.S. consumer spending was reasonably
firm, the U.S. economy started to slow in
the second half, reflecting rising concern

over the growing possibility of war with
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frag. The effect of this slowdown was felt
by the economies of Asia and Europe.

In Japan, the economy remained
stalled. It was weighted down by weak
private-sector capital investment in
response to deteriorating corporate per-
formances, concern over the troubled
financial system, stagnant personal con-
sumption in the face of rising unemploy-
ment and layoffs, and a stock market
slump. Japanese companies, moreover,
had to contend with the growing competi-
tiveness of products from the People’s
Republic of China and the Republic of
Korea, creating an extremely difficult
business climate.

As noted previously, consolidated net
sales grew 7.8%, or ¥157.8 billion, to
¥2,182.6 billion (US$18,188 million). Of this
amount, domestic sales increased 2.5%,
or ¥27.9 billion, to ¥1,123.6 hillion
(US$9,363 million). Qverseas sales
advanced 14.0%, or ¥129.9 billion, to
¥1,059.0 billion (US$8,825 million), rising
above ¥100.0 billion for the first time.

Sales by our AV/Information and
Communications Equipment segment
increased 12.4%, to ¥907.4 billion
(US$7,561 million), supported by strong
sales of optical pickups, celiular and PHS
phones, and digital cameras. Conversely,
despite growth in washing machine sales,
sales by the Home Appliances segment
sank 7.8%, to ¥258.7 billion (US$2,156 mil-
lion), because of continued weak markets
for microwave ovens, refrigerators, and
air conditioners. Our Industrial and
Commercial Equipment segment sales

likewise decreased, 15.1%, to ¥189.9 billion

2
TO QOUR STOCKHOLDERS

(US$1,583 million), because of the impact
of the sale of our vending machine busi-
ness in April 2002 and despite gains in
showcase sales.

Sales by our Electronic Devices seg-
ment, however, jumped 17.1%, to ¥444.0
billion (US$3,700 million), thanks to the
ongoing recovery in the LCD, semicon-
ductor, and electronic component mar-
kets. Our Batteries segment registered
sales of ¥286.4 billion (US$2,387 million),
up 4.6%, reflecting the recovery in
demand for cellular and PHS phones and
personal computers. Sales by our Others
segment leapt 59.5%, to ¥96.2 billion
(US$801 million). The acquisition of Kubota
House Co., Ltd., in April 2002 contributed
significantly to the segment’s surge in
performance.

Consolidated operating income
increased 47.5%, or ¥25.2 billion, to ¥78.3
billion {US$652 million). An evaluation loss
on investment securities caused by the
stump in the stock market and job change
support expenses related to our early
retirement program resulted in income
before income taxes and minority earnings
falling to ¥84.9 mitlion (US$707 million).
Regrettably, extraordinary losses put fur-
ther pressure on the bottom line, which
dropped ¥74.5 billion from the previous fis-
cal year, for a loss of ¥72.8 billion (US$607
million).

Our cash flow for the fiscal year saw
net cash provided by operating activities
amount to ¥131.8 billion (US$1,098 million),
up ¥0.8 hillion, while cash used in invest-
ing activities amounted to ¥61.6 billion
(US$514 million), down ¥88.8 billion year




on year. Net cash used in financing activi-
ties declined ¥47.5 billion, to ¥7.2 billion
{US$60 million). Cash and cash equiva-
lents at year-end rose ¥60.1 billion, to
¥319.8 billion (US$2,665 million). Qur capi-
tal investments, of ¥97.5 billion (US$813
million), were principally focused on our
Batteries segment and on the semicon-
ductor operations of our Electronic
Devices segment.

Capital investment remained within the
scope of depreciation and amortization
expenses, which totaled ¥124.8 billion
(US$1,040 million) for the fiscal year. This
balance will continue in the fiscal year
ahead, in which we plan to increase capi-
tal investments approximately 10%. Our
R&D expenses for the year under review
totaled ¥120.8 billion (US$1,007 million),
which accounted for 5.5% of net sales, and
were mainly concentrated in our Digital &
Devices and Energy & Ecology fields.

Following our payment of an interim div-
idend of ¥3.00 (US$0.025) per share, the
board of directors decided in a meeting
held on June 27, 2003, to pay a year-end
dividend of an equal amount, resulting in
annual cash dividends for the fiscal year
under review of ¥6.00 (US$0.050) per

share.

B> PROGRESS WITH CHALLENGE
21 AND THE MAJOR
INNOVATIVE REFORMS OF OUR
BUSINESS STRUCTURE AND
SYSTEMS

During the fiscal year under review, we
made steady progress toward the goals of
Challenge 21, the three-year medium-term

business plan that we launched in April

2001. Our acquisition of 51% of the shares
of GS-Melcotec Co., Ltd., a subsidiary of
Japan Storage Battery Co., Lid., and our
capital tie-up with NTT DATA Corporation,
reveal our aim of achieving results
through strategies to expand our business
scope and to be selective and focused in
investing our resources. And in moving
forward with structural reforms centered
on our Home Appliances business, we
transferred, among other measures, the
production of our home-use air condition-

ers to China.
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Satoshi lue, Chairman & Chief Executive Officer (left), and Yukinori Kuwano, President & Chief Operating Oﬁ}éer

-

Our plans to reduce inventory assets
also met with success. Inventories were
down ¥63.5 billion compared with the pre-
vious fiscal year and ¥26.6 billion from two
years ago. Among other cost reductions,
we cut our interest-bearing debt by ¥23.1
billion year on year and by ¥43.3 billion
compared with two years ago. At fiscal
year-end, interest-bearing debt stood at

approximately ¥1,100.0 billion.



Effective April 1, 2003, we initiated a
fundamental, groupwide reform of our
business organization. First, we formed
four business groups around core cus-
tomer bases. Second, we divided those
four groups into business units (BUs).
Each BU is guided by, motivated to
achieve, and evaluated on attaining clear
and specific goals. This major reform of
our organization has allowed us to set the
overall goals of the Sanyo Group for the
fiscal year ending March 2006: consolidat-
ed operating income of ¥160 billion and a
¥300 billion reduction in interest-bearing
debt. We are already advancing toward
those goals.

However, reaching those goals requires
a new business model. Our ultimate aim is
to be one of the world’s top companies,
leading global markets based on our
advanced technology. Toward that goal,
we are targeting a basic reform of our
financial structure, reinforcing our earn-
ings base by improving the efficiency of
our capital investments, and developing
multiple businesses that are No. 1 in their
markets. These efforts are covered in
detail in the next section of this reportin
the hope of furthering our stockholders’
and business partners’ understanding and

support of them,

¥> STANCE ON CORPORATE
GOVERNANCE AND ITS
IMPLEMENTATION

We began introducing reforms in 1999 to
speed up our business decision making
and to make our management more trans-

parent. They included adding outside

directors to our board and initiating an
executive officer system.

In June 2002, we added more outside
directors to the board, bringing their num-
ber to three. Our board of directors also
comprises six committees: the Internal
Monitoring, Director and Auditor
Nomination, Director and Auditor
Compensation, Business Strategy, and
Internal Administration Committees. And
our outside directors or outside experts
are members of each committee, which
works to improve our business efficiency
and to strengthen and broaden the scope
of our corporate governance.

In future, we plan to introduce a holding
company organization to the Sanyo Group
that should contribute further improve-
ments to our operations. We are also
upgrading and speeding up our disclosure
and began reporting on a quarterly basis

during the fiscal year under review.

»> PERSPECTIVES

Japan’s economy is expected to remain
directionless throughout the fiscal year
ahead. It will be buffeted by the slowdown
in the U.S. economy and by the effect of
the war in Iraq on its stack markets. In
addition, business conditions are antici-
pated to be even tougher amid intensify-
ing global competition.

The Sanyo Group will target a shift from
the manufacturing industry to the idea-
generation industry. In so doing, it will
press ahead with fundamental reforms of
all aspects of Group management to con-
vert to 21st-century business organiza-

tions and systems.
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Our new management system will
accelerate our development of propri-
etary technology. As the origin of busi-
ness competitiveness, proprietary
technology can only propel our develop-
ment of mare products and services that
hold top market shares. We also plan to
expand our businesses by strengthening
our partnerships with the same compa-
nies with which we pursue a friendly rival-
ry. The combination of these strategies
will push us toward expanded profits and
maximized corporate worth.

Shown an the cover of this annual
reportis the same Solar Ark large-scale
photovoltaic power generating system
that was featured on last year's annual
report. With this monument to the environ-
ment as our symbol, we intend to commu-
nicate our environmental stance and
technical capabilities to the world and to
work as a Group to boost worldwide

recognition of our corporate brand.

July 2003
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Yukinori Kuwano

President & Chief Operating Officer
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' HEAD OFFICE REORGANIZATION AIMS AT BEING SMALL AND EFFICIENT

: . : CEO: Yukinori Kuwano \
{ Chairman & CEOQ: Satoshi lue }— Consumer Group g Eili Kotobuki )
- I — Strategy
President & COO0: Yukinori Kuwano Headquarters—Consumer Business
Executive Vice President & CMO: Toshimasa lue AV Solutions C
p Executive Vice President & CFO: Yoichiro Furuse olutions Lompany
DI Solutions Company
Strategy Headquarters
) . h Telecom Company
Officer Staff Unit Operating Division Staff Life Solutions Company
Internal Audit Unit Accounting Unit Amenity Solutions Company
Strategy Unit Management Control Unit Sales & Marketing
o . Headquarters—Consumer Business
Corporate Communications Unit Legal Compliance Unit {
; . . : CEO: Toshimasa lue
X Asset Management Unit Corporate External Relations Unit { Commercial Group co Wiromote Sekino )

With our planned conversion to a holding
company structure in mind, we have
reorganized our head office into a
Strategy Headquarters Division and
Operating Division Staff and further divid-
ed these divisions inte business units.
The Strategy Headquarters Division will
eventually be transferred to the holding
company, and the Staff Division will be
divided up among the entities of the
Sanyo Group, primarily the business com-
panies.

Inreorganizing its R&D structure,
Sanyo is considering establishing R&D
companies and transferring resources to
business companies. Sanyo also will laok
attransferring its sales development
functions to various business groups.
Overseas business development strate-
gies, too, will be transferred to business
groups, with the function and role of the
resulting new sections to be determined
by region in accordance with the trend to

greater autonomy and responsibility.

Material Sourcing Unit
Human Resources Unit
Regional Administration Unit
Health Management Unit
{T-ERP Promotion Unit
Quality, CS & Environment Unit

Intellectual Property Unit
- v

{ Technology R&D Headquarters

Government & Institutional Market
Development Headquarters
J

Strategy
Headquarters—Commercial Business

Industrial Equipment Company

Technology R&D
Headquarters—Commercial Business

Sales & Marketing
Headquarters—Commercial Business

H o

CEO: Toshimasa lue

omponent Group CO00: Tadahiko Tanaka

Strategy
Headquarters—Components Business

Semiconductor Company
Display Company

Mobile Energy Company
Clean Energy Company
Electronic Device Company

s ~
SANYQ North America Corporation

SANYO Electric (China) Co., Ltd.

SANYO Asia Pte., Ltd.

SANYQO Europe Ltd.

6

ervice Group CEQ: Yoichiro Furuse

)

£

Strategy Headquarters—Service Business
New Business Development Headquarters
SANYO Homes Corporation

' SANYO Sales & Marketing Corporation
SANYO Electric Logistics Co., Ltd.
SANYO Investment Corporation

SANYO Electric Credit Co., Ltd.
NTT DATA SANYQ System Corporation

SWEEPING REFORMS TARGET "EXCELLENT COMPANY" STANDARDS
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The new management structure is customer oriented. It is divided into four business groups: Consumer, Commercial, Component, and Service.
Each of the business groups has a CEQ in charge of overall management and a CO0 in charge of daily operations. Under the umbrella of each
business group, in-house or independent companies pursue business in their own fields of responsibility. Each of the business groups has a
strategic headquarters to horizontally integrate planning and administration. In addition, the Consumer and Commercial Groups have sales head-
quarters to enable powerful sales activities. Sanyo has formed a total of approximately 280 SBUs throughout the Sanyo Group.

Consumer Group Commercial Group

— Products aimed at the general consumer — Products and systems for businesses
The Consumer Group will work to further strengthen top-selling products in global The Commercial Group will take advantage of Sanyo’s position as the market
markets, such as digital cameras and LCD projectors, and No. 1 ranking products leader in Japan for supermarket showcases, package air conditioners, and other
in the domestic market, such as COMA-format cellular phones. industrial and commercial equipment. It will expand sales overseas, particularly
The group will apply the same principle of selective and focused investment of into China and other Asian countries. In Japan, meanwhile, the group plans to
resources to its home appliances as it has to multimedia products. In Japan, the increase its prices by adding to its products such high-value-added features as
group will concentrate on high-value-added products that anticipate customer food safety, environment protection, and energy conservation. Among its busi-
needs, such as its Top-Open Drum washer-dryer unit. The manufacturing of prod- nesses, sales of industrial equipment and systems, such as supermarket showcas-
ucts that must be cost-competitive, such as home-use air conditioners, will be es and package air conditioners, are expected to grow. The group also is focusing
shifted overseas. its energies on bio-related and nursing care equipment.

Strategy Headquarters—Commercial Business

Industrial Equipment Company

Technology R&D Headquarters—Commercial Business
Sales & Marketing Headgquarters—Commercial Business

Strategy Headquarters—Consumer Business

AV Solutions Company

DI Solutions Company

Telecom Company R

Life Solutions Company @ QINRerTIA 5
Amenity Solutions Company @ PO ?

Sales & Marketing Headquarters—Consumer Business

Consumer Group

. . N ’ Based onitsi ti farms, the S et
(Flscalzmta Fiscal 2006 Management Goals GS8C 0N IS Imnovaye relarms, e Sanyo Net Sales

Group is targeting ¥3 trillion in consolidated N7 @ .
net sales and ¥160 billion in operating income in the fiscal year ending March 2006. The Group anticipates firm ' t\_j mﬁ
growth in the market-leading products of its Consumer Business Group, and the overseas market for Sanyo's prod-
ucts overall also is expected to expand. Behind these expectations lies the strong potential for growth in recharge-
able batteries and environmental-related equipment.

Improved profitability should allow the Group to reduce its interest-bearing debt. We foresee a reduction from the E j@a@ T :""mn
current ¥1.1 trillion to ¥780 billion by the end of fiscal 2006. -
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The main advantage of the business group system is that all of the customers’ needs can be served through one sales interface. This system
also facilitates comprehensive system proposals by Sanyo and combines Sanyo’s technologies and products more than ever by lumping together

product development fields.

Component Group

— Small rechargeable batieries, semiconductors, 0ELDs, LCDs, and other
electronic components for manufacturers
By further refining the technologies of its global No. 1 products—small recharge-
ahie batteries, optical pickups, and POSCAP™—the Component Group will estab-
lish an unshakable dominance for those products in their markets. To thatend, the
group is working to devise a business-to-business {B2B) business model to be
used with other global companies. The group also will target the top spot in global
markets for such core products as charge-coupled devices (CCDs) and organic
light-emitting diodes (OELDs) that demonstrate its technological superiority.
Achieving this goal could enable Sanyo to become the major global supplier of all
electronic components, including batteries, OELDs, ICs, and CCDs, for the celiular
phone industry.

Service Group

— Sanyo Group logistics, financial, and service businesses centralization,

utilizing the Group's resources for the expansion of its earnings base
Sanyo’s logistic services actively promote the sales of the products of the Sanyo Group
overseas. At the same time, through such projects as our jeint development project with
Haier Group Company, China’s biggest consumer electronics manufacturer, our logistics
services aim to correctly develop domestic and overseas markets, businesses that cus-
tomers wish to start, and products. The Service Group is strengthening its logistics
business through third-party logistics (3PL) business and other measures. Aiming to
achieve synergies between financial services and Sanya’s manufacturing know-how,
the group also is reinforcing its insurance and other financial services. Among other ser-
vices, the group is promoting new housing concepts in its housing services, such as
houses that harmonize with the environment and houses that incorporate information
technology, augmenting its software services through business alliances.

Strategy Headquarters—Components Business
Semiconductor Company

Display Company

Mabile Energy Company

Clean Energy Company

Electronic Device Company

Component
Group

Service Group

Strategy Headquarters—Service Business
New Business Development Headquarters
SANYO Homes Corporation

SANYO Sales & Marketing Corporation
SANYO Electric Logistics Co., Ltd.

SANYO0 Investment Corporation

SANYO Electric Credit Co., Ltd.
NTT DATA SANYO System Corporation

Operating Income . -

- HEOs1m
W7 Slillion

Net Income

- 0
A7) i
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Interest-Bearing Debt

E3157 wion
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To withstand today’s bruising global compe-
tition, it is essential for companies to be
organized into a strong, self-reliant group.
To create such a powerful group, we divid-
ed the Sanyo Group into approximately 280
Sanyo business units (SBUs) along product
and functional lines. This reorganization into
subdivisions is one of the special features of
the new management system.

Our SBUs

 have clearly defined goals and lines of
responsibility,

® make it easy to determine profitability or
contribution to profitability,

SANYO BUSINESS UNIT SYSTEM

¢ boast a simple and quick decision-making
structure,

e reveal a simple organization that allows
employees to work independently and
without reservation while guided by a
clearly established business plan, and

o are structured to quickly develop and pro-
mote managers.

By combining these features into our SBUs,
we have subdivided our organization in an
entirely different way than ever before, cre-
ating a vital management structure that will
be persistent in achieving goals once they
have been decided.

(" Head Office )
A\ L

Business Units

~__ Business Units
~Bves s>

_ Total: 280 Business Units -

NEW MANAGEMENT SYSTEM

Sanyo’s new management system is based
on three fundamental concepts. Its busi-
ness groups are responsible for operations
in their respective fields. They are obligated
to contribute to maximizing the corporate
worth of the entire Sanyo Group. As profit
centers, in-house companies, tao, are
responsible for business in their fields and
for the management of the business units

under them. Business units, in turn, are

Along with the start of the new manage-
ment system, we reformed the personnel
evaluation system for top management and
executive officers.

# New business unit leader system

We have placed business unitleaders in
charge of our new SBUs and included them
in management as candidates for executive
officers. As our future management leaders,
we develop their abilities selectively.
Because the performance of each SBU
reflects on the capabilities of the business
unit leader, the introduction of the new man-

agement system has increased motivation.

responsible for achieving the business
goals determined for them by their in-house
company’s business plan and for contribut-
ing to the business performance of that in-
house company.

Sanyo is using new performance evalua-
tion standards for business groups and for
in-house companies. Those standards are
based on profit and loss statements and on
balance sheets and Sanyo’s version of

NEW MANAGEMENT STRUCTURE AND PERSONNEL EVALUATION SYSTEM

We have set the term of office for busi-
ness unit leaders as three years. Thereis a
clear set of rules governing incentives and
penalties: business unit leaders are promot-
ed or demoted and given salary raises or
cuts depending on performance. A new
contract system has been introduced for
their compensation that determines their
annual salaries based on a reward and
penalty system dependent on whether or
not they meet their performance targets.
® New executive officer system
We have appointed and positioned highly
capable people as executive officers in

9
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economic value-added (EVA). Sanyo's EVA
uses after-tax income as a base and a cost
of capital, giving a stronger weighting to
cost of capital. Usually, EVA uses pretax
income from which 3% of the total of inter-
est-bearing debt and capital is deducted as
capital cost along with a 5% penalty on

inventory increases.

charge of the companies under each busi-
ness group. To start with, we have allocated
15 executive officers to different sections.
To implement a system of clear rewards
and penalties, we have eliminated the
unlimited term of office for executive offi-
cers, replacing it with a fixed term of, in
principle, three years, with renewal
required every year. If executive officers do
not meet their performance goals, their term
of office is not renewed. In addition, we
have introduced the same compensative
contract system as for the business unit
leaders.
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BUSINESS SEGNVIENT PERFORMANCE

Sales by our AV/information and
Communications Equipment segment rose
12.4% over the previous year, to ¥307,370 mil-
lion {US$7,561 million). The segment generated
41.6% of consolidated net sales, up 1.7 per-
centage points from the prior fiscal year. The
major contributors to sales growth were
Sanyo’s top-selling digital cameras, cellular
and PHS phones, and optical pickups. The seg-
ment posted the best sales among the
Company's six business segments.

At 51% and 49%, respectively, the segment’s
domestic and overseas sales were evenly bal-
anced during the fiscal year under review.

Domestic sales increased 3.3%, to ¥459,346
million (US83,828 million). The increase was
supported significantly by sales of a newly
introduced digital camera model with video
clip, audio capability, and the highest picture
resolution in the industry. Qur DVD players and
other optical pickup devices also posted
notable sales growth. Amang other new prod-
ucts, sales of a home-use LCD projector were
strong. Sales of cellular and PHS phones fell
overall, but sales of handsets with embedded

digital cameras rose.

Sales (Bilion¥ 41.6%
of net sales

2003 907.4
2002 807.0
2001 792.8
Operating Income (ilion ¥)

2003 405
2002 327
2001 17.4

AV/Information and
Comimunications
Equipment

Color TVs
High-Definition Plasma TVs
VCRs
DVD Players
Video Cameras
Digital Cameras
LCD Projectors
High-Definition TV Systems
Digital Memory Players
Automotive Sterec Components
CDs
Optical Pickups
Facsimiles
Cordless Telephones
Cellular Phones
PHS Phones
PHS Base Stations
Medical Computer Systems
Portable Navigation Systems
LCD Monitors
CD:R/RW Systems
DVD-ROM Systems
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Overseas sales surged 23.6%, to ¥448,024
million (US$3,733 million). With the exception of
VCRs, sales of core products increased. Sales,
for example, of cellular phones and optical
pickups registered marked growth. In other
products, sales of LCD projectors were robust,
and even digital cameras—unit sales of which
remain low-recorded sales growth, indicating
the promise they hold for the future. Sales of
color television sets also posted gains, mainly
in the United States.

Sanyo’s charge-coupled devices have
earned a strong reputation in world markets.
Demand for this product is rising sharply for
application as a key device in cellular and PHS
phones with embedded digital cameras and in
security cameras. Sanyo is planning to expand
its manufacturing facilities to meet this grow-

ing demand. The Company also is planning to

- introduce its CCDs in robots, medical

[:j care equipment, and other products.

Assets (8ifion¥)

2003 I, 5:6.1
2002 4886
zo07 I 5275
Capital Expenditure (Billion ¥)

2003 I 22 0
202 . 7o

]
=
|
N
N
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Sales by our Home Appliances segment
decreased 7.8%, to ¥258,707 million (US$2,156
million). The segment accounted for 11.9% of
consolidated net sales, a decrease of 2.0 per-
centage points from the previous fiscal year.
Rising sales of washing machines was the only
bright spot in the segment’s performance amid
downturns in the sales of microwave ovens,
refrigerators, and air conditioners.

The balance of regional sales was in the
domestic market's favor. Domestic sales
accounted for 69% of overall regional sales
and overseas sales for the rest.

Domestic sales declined 2.4%, to ¥178,965
miliion {US$1,491 million). Our introduction of
the industry’s first Top-Open Drum washer-
dryer substantially boosted our sales of wash-
ing machines. In addition, our highly original
microwave oven that can steam cook con-
tributed strongly to segment sales. On the other
hand, the depressed economy and declining
prices had a significantimpact on our sales of
air conditioners and refrigerators, which lost
ground during the fiscal year.

Overseas sales fell 18.1%, to ¥79,742 million

{US$665 million). Our product performance was

Sales (@ilion¥ 11.9%

of net sales
2003 258.7
2002 280.7
2001 297.7

Operating Income (Bilion ¥)

Home
Appliances

Refrigeratars
Freezers
Washing Machines
Clothes Dryers
Microwave Ovens
Air Conditioners
Vacuum Cleaners
Electric Fans
Maséage Loungers
Dish Washers-Dryers
Electromagnetic Cookers
Toasters
Rice Cookers
Waste Disposers
System Kitchens
Electric and Kerosene Heating Equipment
Air Purifiers
Dehumidifiers
Motor-Assisted Bicycles
Electronic and Electric Products for Bicycles
Home-Use Pumps
Medical Sterilizing Equipment
Medical-Use Refrigerators
Ultralow-Temperature Freezers
Automatic Tablet-Wrapping Machines

Compressors for Freezers and for
Refrigerators and Air Conditioners
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mixed, with sales of air conditioners rising,
while sales of refrigerators and washing
machines declined. Washing machines have
always accounted for a major portion of our
domestic sales, so the fall off in their overseas
sales during the fiscal year was not a major
factor in the overall decline in segment sales.
During the fiscal year, Sanyo continued its
strategy of the selective and focused use of
resources in dealing in particular with its
home-use air-conditioner operations. The
Group, for example, moved its entire produc-
tion of home-use air conditioners to China. In
April 2003, Sanyo concluded a joint R&D agree-
ment with Samsung Electronics Co., Ltd., of the
Republic of Korea, to maintain its competitive-
ness in the home-use air-conditioner business.
Demand for higher-value-added products,
moreover, is increasing in Korea, so the two
companies plan to combine their superior
resources to speed up
product development

| to match demand.

|

Assets (Bilion¥)

2003 230.9
2002 262.6
2001 286.4
Capital Expenditure (8iion¥

2003 7.3
2002 10.5
2001 138



Sales by our Industrial and Commercial
Equipment segment decreased 15.1%, to
¥189,910 million (US$1,583 million). This busi-
ness segment accounted for 8.7% of our con-
solidated net sales, sinking 2.3 percentage
points from the previous fiscal year. Sales of
our supermarket showcases expanded favor-
ably but could not cover the major reason for
the decline during the fiscal year: the loss of
our vending machine business, which we
divested in April 2002. Sales of the segment’s
other products fluctuated, rising or declining
slightly.

Domestic sales contributed the overwhelming
portion of segment sales, at 82%. Overseas
sales added 18%.

Domestic sales slumped 21.2%, to ¥156,094
million (US$1,301 mitfion). Private-sector capital
investment remained weak during the fiscal
year, but the decline in demand experienced in
the previous fiscal year after the enforcement
of the Law Concerning Measures by Large-
Scale Retail Stores gradually resolved itself,
and sales of our supermarket showcases rose.

Our commercial kitchen appliance sales also

Industrial and
Commercial
Equipment

Refrigerated Showcases
Freezer Showcases
Water Coolers
Supermarket Showcases

Commercial Freezers and
Refrigerators

Prefabricated Freezers
Ice Makers
Package Air Conditioners

Gas-Engine Heat-Pump
Air Conditioners

Absorption Chillers and Heaters
Beverage Dispensers
Golf Cart Systems

Automatic Chip Mounters

Overseas sales climbed 31.8%, to ¥33,816
miilion (US$282 million). Robust sales of our
supermarket showcases and package air con-
ditioners supported this substantial increase.

This business segment also manufactures
and sells bio-related equipment used in com-
panies’ R&D' programs, pharmaceuticals-relat-
ed equipment, and testing-related equipment.
Inits environmental business, the segment is
developing water treatment technologies, such
as devices for water purification and for steril-
izing pools and baths, for processing water
used in semiconductor manufacturing, and for

removing phosphorous from wastewater.

e N

- rose slightly.
Sales (Billiony) 8.7%
of net sales
2003 189.9
2002 223.8
2001 256.1

Operating Income (Bifion¥)

2003 1.2
2002 -0.3
2001 14.7
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Assets (Billion¥)

2003 155.2
2002 202.0
2001 196.5
Capital Expenditure (Billion ¥

2003 2.3
2002 I 2.7
2001 5.8



Sales by our Electronic Devices segment rose
17.1%, to ¥443,985 million (US$3,700 million).
This segment generated 20.3% of our censoli-
dated net sales, adding 1.6 percentage points
from a year earlier. The major factor in the
jump in sales was a general recovery in our
sales of LCDs, semiconductors, and electronic
components. Notably, sales of LCDs rose one
and a half times.

Overseas sales formed the larger part of
segment sales, at 62%. Domestic sales con-
tributed 38%.

Domestic sales advanced 18.1%, to ¥168,030
million {US$1,400 milion). Our digital television
and cellular and PHS phones sold well, and, in
general, our sales of semiconductor devices,
such as CCOs for cellular and PHS phones with
embedded cameras, and of electronic compo-
nents increased. Following the overall trend in
the business segment, sales of our LCDs and

semicenductors posted substantial gains.

Electronic
Devices

MOS-LSis
BIP-LSls
Thick-Film ICs
LCDs
Transistors
Diodes
ccb
LEDs
Laser Diodes
Organic Semiconductive Condensers

Electronic Components

Overseas sales
increased 16.6%, to
¥275,955 million (US$2,300
million). The growth in our
sales of LCDs was also
notable overseas, and our

sales of semiconductors

Sales (illiony) 20.3%

af net sales
2003 444.0
2002 379.1
2001 447.7

Operating Income (illion¥)

also were favorable. A highlight of the fiscal
year saw Sanyo complete its third production
base in China in June 2002. Sanyo plans to pro-
duce low-temperature polysilicon thin-film
transistor (TFT) LCDs, organic electrolumines-
cence displays (OELDs), and ultracompact CCD
cameras at its new China-based wholily owned
subsidiary.

Sanyo commenced commercial shipments
of the world's first full-color active matrix type
organic light-emitting diode (OLED) display,
which we developed jointly in a venture with
the Eastman Kodak Company.

Our sales of the Sanyo-developed high-
power blue-violet laser diode will begin in fall
2003. Biue-violet lasers are considered the
optimum light sources for the recording
and playback of the next-generation

large-capacity optical disks that
are expected to drive market
expansion.
Sanyo’s capital investment in semi-
conductors, one of Sanyo’s two major areas
of investment, totaled ¥19.4 billion during the
fiscal year under review. Sanyo plans to
increase its investment in semiconductors to

¥29.6 billion in the fiscal year ahead.
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Assets (Billion ¥)

2003 582.1
2002 586.6
2001 610.2
Capital Expenditure (Billion¥)

2003 31.7
2002 454
2001 87.1



Sales by our Batteries segment advanced
4.6%, to ¥286,336 million (US$2,387 million).
Despite seeing its share of consolidated net
sales drop 0.4 percentage points, to 13.1%,
from the year before, this business segment
added ¥12.5 billion in sales in the fiscal year
under review. This sales growth can mainly be
attributed to recovery in demand for cellular
and PHS phones and personal computers
{PCs).

Overseas sales accounted for the chief por-
tion of sales, at 73%. Domestic sales provided
27%.

Sanyo’s batteries are overwhelming market
leaders in many fields. They boast a 61% share
of the cellular and PHS phone market and a
40% share of the notebook computer market.
Sanyo's rechargeable batteries, meanwhile,
hold the top share of the global market.

Domestic sales edged down 0.3%, to ¥77,143
million {US$643 million). Domestic sales slipped
overall because of the shift to lithium-ion from
nickel-metal-hydride rechargeable batteries in

cellular and PHS phones.

oy
Sales (Bilion¥) 13.1%

of net sales
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273.

2001 303.9

Operating Income (Billion¥)

2003 24,7
2002 24.1
2001 38.6

Batteries

Lithium-ton
Rechargeable Batteries

Nickel-Cadmium
Rechargeable Batteries

Nickel-Metal-Hydride
Rechargeable Batteries

Lithium Batteries
Alkaline Batteries
Manganese Batteries
Solar Cells
Solar-Cell Power Systems

Shavers
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Overseas sales increased 6.5%, to ¥209,253
million (US$1,744 million). The hike in sales was
related to recovery in demand for cellular and
PHS phones and PCs.

During the fiscal year, Sanyo further solidi-
fied its position as the world's top manufactur-
er of lithium-ion batteries. It did so by acquiring
51% of the shares of GS-Melcotec Co., Ltd., a
subsidiary of Japan Storage Battery Co., Ltd.,
and a leading maker of lithium-ion batteries.

Sanyo continued to actively develop the
solar cell market domestically and overseas. In
November 2002, Sanyo began sales of its HIT
solar cell in Europe using its sales netwaork for
rechargeable batteries. Sanyo also proceeded
with preparations to begin manufacturing HIT
photovoltaic modules in the United States in
summer 2003. As in Europe, Sanyo will sell its
HIT solar celi in the United States through its
sales network for rechargeable batteries.

Sanyo’s capital investment in batteries, the
second of Sanyo’s two major investment areas,
amounted to ¥21.5 billion in the fiscal year
under review. Sanyo will bump this figure up to

¥26.8 billion in the fiscal year ahead.

Assets (Billion¥)

2003 274.3
2002 2736
2001 298.6
Capital Expenditure (Bilion ¥)

00 NN 7is
2002 I 17.3
2001 33.7



Sales by our Others segment increased 59.5%,
to ¥96,185 million (US$801 million), over the year
before, thanks to growth in the housing busi-
ness. Our Others business segment operations
include sales of such items as imported goods,
molds, and various parts.

During the fiscal year under review, the
Sanyo Group took steps to further reinforce its
strength in the housing business by leveraging
its advantage as a manufacturer of consumer
electronics. Those steps included Sanya's
acquisition of Kubota House Co., Ltd. The
Sanyo Group plans to develop its housing busi-
ness by being comprehensive-handling every-
thing from the construction of condominiums,
imported housing, and prefabricated housing
to sales. In addition, Sanyo utilizes its know-
how as a consumer electronics manufacturer
1o offer ventilation systems, solar power gener-
ation systems, and other products that use
diverse advanced electronics technologies.

Qur operating revenues from financial ser-
vices, such as credit finance, and from logis-
tics services grew 4.5%, to ¥91,322 million
(US$761 million). The Sanyo Group provides a

wide range of financial services, including

Sales and Operating Revenue (8iliion¥]
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Others and
Operating Revenue

finance, insurance, securities brokerage, and
asset management. Sanyo Electric Credit Co.,
Ltd., shares of which are listed on the First
Sections of the Tokyo Stock Exchange and the
Osaka Securities Exchange, operates corpo-
rate leasing and consumer loan businesses. In
addition, it has recently entered the corporate
finance business, which has strong growth
potential in Japan.

The Sanyo Group is utilizing its international
and domestic networks to develop procure-
ment and wholesale services as part of its
logistics offerings. In January 2003, Sanyo
formed a capital tie-up with NTT DATA
Corporation, forming NTT DATA Sanyo System
Corporation. This company provides IT-related
business solution and system creation and

operating services and sells package software.
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v
ENVIRONMENTAL ACTIVITIES

| FOR THE BRIGHT FUTURE OF PEOPLE AND THE EARTH

The SANYO Group is energetically involved in the research and development of environmental technologies to promate the harmonious coexistence of
environmental preservation and economic activities and through its efforts has developed a wide range of environmental technologies.

Examples of these technologies in the clean energy field include solar cells using sunlight and fuel cells using hydrogen as energy sources and trans-
forming into water when completely combusted. An example in the clean aqua field is technology to remove nitrogen and phosphorous from wastewater.
In other fields, examples include energy-saving technology, battery technology, high-efficiency waste heat driving technology, CO2 systems, waste bio-
processing technology, and lead-free solders.

The SANYO Group is applying these environmental technologies for practical use in global

environmental preservation and greater living comfort to contribute to achieving a PRODUCTS

recycling-oriented society. Developing enviranment-conserving products
' for enhanced environmental performance and

For the bright future of people and the earth, the SANYO Group is elevating
environmentally harmonious products that have

“Technologies and the mind” and challenging the century of the environment. .
reduced environmental impact.

SANYO0 promotes environmental conservation from the three different

innovative approaches of process, products, and mind. 1 E 2!

PROCESS EARTH ECOLOGY ENVIRONMENT-ENERGY - ECONOMY

Realizing manufacturing activities that minimize

their harm to the environment through energy } MIND

and resource conservation and the reduction of

industrial waste. Contributing to creating a recycling-oriented
society with an emphasis on energy/resource-
saving and recycling efforts.

B> GROUP ENVIRONMENTAL MANAGEMENT SYSTEM > REDUCTION OF WASTE

CERTIFICATION iSO 14001

Caring for the environment lies at the very heart of SANYQ's management

As part of its zero emissions challenge, SANYQ promotes the recycling of

industrial waste, including waste plastics, waste acid, and waste alkali, as
philosophy. This is reflected in the drive for ISQ 14001. Following the indi-

well as general waste, such as kitchen refuse and paper.

vidual certification of 24 centers across Japan, SANYQ obtained ISQ 14001

Group Environmental Management certification in March 2001. As SANYOQ
progresses with its own Action E21 environmental campaign, it aims to be

a true leader in environmentally sound business practices, balancing eco-

nomic development with protection of the natural world.

P> RECYCLING OF HOUSEHOLD APPLIANCES

To assure appropriate disposal of end-of-life household appliances and

the effective use of resources, SANYO has built

a full-fledged recycling system in cooperation

Inorganic wastewater treatment system

with related organizations. Jointly established
recycling plants include JFE Urban Recycle

Business Network Corparation {photo).
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[ CLEAN

ENERGY ]

> PHOTOVOLTAIC POWER GENERATING TECHNOLOGY
Sanyo provides society with products that transform solar power into
energy. The sun is a source of enormous energy, and the Sanyo Group

strives to develop technologies and products that can transform its energy

into electrical and thermal
energy for use in vari-
ous settings for

industry and living.

Solar Ark (upper right) and Photovoltaic
Power Generating System for private house

> CLEAN ENERGY NETWORK: GENESIS PROJECT
The Genesis Project aims to supply energy througheout the world using
large-scale photovoltaic power generating systems. Energy shortfalls are
becoming a serious global issue in the 21st century. So Sanye dreams of
designing a clean energy supply station for the planet utilizing the photo-
voltaic power generation technology that it has developed over the years.
This is the Genesis Project. Its objective is to meet the global demand
for energy by constructing large-scale photovoltaic power generating sys-
tems on the plains and in the deserts and oceans of the world, all of them

connected by a network of superconductive cables. In realizing this

dream, Sanya is promoting corporate activities
. that balance environmental preservation

and economic benefits.

“" Genesis is a global photovoltaic power generating
* system project. The result will be a system that pro-
" vides for the power needs of the world by covering 4%

b
of the planet’s desert area with sofar panels,

[ CLEARN

A QU A |

B> WATER PROCESSING TECHNOLOGIES

The Sanyo Group protects the world's precious water resources by devel-
oping products that use water efficiently. Referred to as water processing
technologies, these products span a wide range, extending from house-
hold appliances to industrial water processing equipment. The Sanyo

Group also continues to work hard to ensure clean water.

This Sanyo Top-Open Drum washer-dryer
{above) features a non-detergent course,
Sanyo's equipment to ensure clean water
includes equipment to remove phosphorous
from wastewater {lower right) and the
water-purifying and bacteria-removing Aqua
Clean System (upper right) .
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E> PLAN TO RETURN LAKE BIWA TO THE ENVIRONMENT OF
ONE MILLION YEARS AGO

The Sanyo Group extends its water processing technologies and its strong
commitment to the environment to clean water preservation and reclama-
tion projects. Showcasing the Group’s efforts in this regard is its work on
Lake Biwa, Japan's largest lake, which estimates say was created
approximately four million years ago.

Since establishing its washing machine production plant near Lake
Biwa, Sanyo has worked to deveiop environmentally friendly technologies
and products and to carefully preserve the lake's ecolagical balance. in
recent years, the Sanyo Group has formulated a plan to return Lake Biwa
to its environment of one million years ago utilizing the Group's electroly-
sis-based water purification and sterilization technologies. This dream
sees Sanyo position water electrolysis equipment at the mouths of each of

the 460 rivers flowing into Lake Biwa and having that equipment inject

e Fas )
o - ™~ . B

S 5 into the lake.

Lake Biwa: This water source for 14
fl million people in the Kinki region is fed
by 460 rivers, is the largest lake in
Japan, and hoasts an ecosystem that
supports roughly 600 animal and 500
plant species.

ENVIRONMENTAL ACTIVITIES

7 purified and sterilized water -~



B> SPEEDING THE DEVELOPMENT OF
PRODUCTS AND OF NEW
BUSINESSES

Our R&D activities are focused on the major
research themes of Digital & Devices and
Energy & Ecolagy. And Sanyo Technology R&D
Headquarters works seamlessly with each of
the Company’s in-house operations based on
those themes. The overall aims are the speedy
development of technology in tune with market
needs and the development of high-value-
added products that generate surprise and
excitement in the market.

During the fiscal year under review, we reor-
ganized our head office R&D organization. Our
aim in this regard is to combine different fields
of technology and to integrate different levels
of technology development, from basic to
application technologies. We have ramped up
our efforts to create new businesses as a
result of this reorganization.

In addition, in May 2002 we opened our
Energy R&D Center, which becomes our base
for rechargeable battery and other soft energy-
related R&D. Supported by our new organiza-
tion, we are targeting shorter time lines for the
processes from R&D to commercialization. We
also, moreover, are collaborating with our busi-
ness partners in joint development projects
from the research stage onward.

in Japan, we have three research centers
operating under our Technology R&D
Headguarters. Overseas, Sanyo Technology
Center USA carries outinformation collection
activities in the multimedia, device, environ-
ment, and energy fields and conducts product
planning and marketing activities.

Following are some of the highlights of our
research programs during the fiscal year under

review.

v

RESEARCH AND DEVELOPNMENT

> DIGITAL & DEVICES

# A digital camera with video clip capability
featuring a 3.2 million pixel CCD and a high-
speed image-processing engine.

# A cellular phone handset compatible with
third-generation cellular phone services.

@ A home-use LCO projector that provides
high-resolution, large-screen images from
short distances and that has a lens that can
be adjusted up and down, left and right.

@ A 15-inch OELD that incorporates highly
effective white light-emitting material.

# A wireless TV set that allows viewers t0
choose any location inside a house to enjoy
watching visual software.

# A50-inch 3-D plasma display that can be
viewed by multiple people without special 3-
D glasses.

& The world's smallest battery-operated CCD
camera system with low energy consump-
tion for cellular phones. The 1/7-inch system
has a resolution of 310 thousand pixels.

# A blue-violet laser diode that has the neces-
sary high-power and low-noise features for
the recording and playback of next-genera-
tion large-capacity optical disk systems. Its
pulse light output of 100 megawatts is the
highest in the world.

@ The industry's smallest (1.8-millimeter} high-
frequency surface acoustic wave {SAW)

filter.
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E> ENERGY & ECOLOGY

# The first home-use solar photovoltaic mod-
ule to break the 200-watt barrier. The system
uses Sanyo’s HIT solar cells, which boast
the world's highest power conversion effi-
ciency, at 19.5%.

@ An AA-type high-capacity nickel-metal-
hydride battery that is optimal for use in digi-
tal mobile devices. The battery's
2,100-megawatt-hour capacity is the largest
in the industry.

¢ A next-generation hybrid bicycle with an
electric motor featuring the industry’s first
brake recharging system.

# An energy conservation system with inte-
grated control of freezing, refrigerating, and
air-conditioning equipment for supermarkets
and convenience stores.

# The industry's first fuel tank type 8-kilowatt
commercial cogeneration system, which
uses proprietary inverter technology and
engine revolution control to substantially
improve partial load efficiency.

# Electrolysis technalogy to efficiently remove
nitrogen and phosphorous—major contribu-
tors to pollution—from wastewater.

# A position-changing medical bed that turns
patients naturally while they are sleeping,
and a Murphy bathtub that eases the-~

bathing of patients by nursing care staff.
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SELECTED FINANCIAL DATA
SANYO Electric Co., Ltd. and Subsidiaries As of and for the years ended March 31, 2003, 2002, 2001, 2000, and 1399

Thousands of
Miltions U.S. Dollars
of Yen {(Note a)
2003 2002 2001 2000 1993 2003
For the year:
NEESEIES.......coorveie e ¥2,182,553 ¥2,024,719 ¥2,157,318 ¥1,940,378 ¥1,818,153 $18,187,.942
OPerating INCOME ..ot 78,299 53,074 106,591 62,095 31,768 652,492
{Loss} income before income taxes and minority interests.............. (84,870) 3,274 73,484 36,953 (14,964} (707,250}
NEt {I0S8) INCOME ... (72,817} 1,727 42,201 21,686 {25,883) (606,808)
Capital expenditure 97,527 102,194 169,890 90,226 88,811 812,725
Depreciation and amortization .......ccccooocvevoevcor oo e 124,762 125,443 117,289 98,711 102,852 1,039,683
At the year-end:
Total stockholders’ 8QUITY ... ¥ 481,192 ¥ 602,175 ¥ 652,322 ¥ 665,454 ¥ 695,615 $ 4,009,933
TOLE BSSBLS ... 2,744,526 2,749,708 2,945,274 2,706,055 2,662,525 22,871,050
Per share:
{yen and U.S. dollars} {Note b}:
Net {loss) income:
BASIC evvvvece e ¥ (39.) ¥ 09 ¥ 22.8 ¥ 1.5 ¥ {135) $  (0.326)
Diluted ..o (39.1) 08 221 1.4 {13.5) {0.326)
Cash dividends declared 6.0 6.0 6.0 5.0 5.0 0.050
Per American Depositary Share:
{yen and U.S. dollars) (Notes b and c):
Net {loss) income:
BASIC .ovoooe e s ¥ {(1955) ¥ 45 ¥ 130 ¥ 575 ¥ {679 $  (1.629)
Diluted .......cconn.... {195.5) 45 1105 57.0 {67.5) (1.629)
Cash dividends declared 30.0 30.0 30.0 25.0 25.0 0.250
Weighted average number of shares
{thousands) (NOTE D)....cco..oiveiirieie e 1,863,198 1,870,510 1,871,376 1,889,477 1,920,197
Sales by product category:
AV/Information and Communications Equipment..........cccoooiveneeae.. ¥ 907,370 ¥ 807,045 ¥ 792813 ¥ 694,975 ¥ 623774 $ 7,561,417
HOME APPHENCES. ... 258,707 280,690 297,730 301,637 311,987 2,155,892
Industrial and Commercial EQUipMent ... 189,910 223,768 256,142 240,325 248,269 1,582,583
Electronic DEVICES ..o e, 443,985 379,050 447 654 392,726 351,727 3,699,875
Batteries 286,396 273,863 303,863 254,906 217,474 2,386,633
Others .... 96,185 60,303 58,116 55,809 64,922 801,542
Net sales ¥2,182,553 ¥2,024,719 ¥2,157,318 ¥1,940,378 ¥1,818,153 $18,187,942
Sales by area:
¥1,123,543 ¥1,095,611 ¥1,100,278 ¥ 981,682 ¥ 956,538 $ 9,362,858
549,785 430,243 468,458 405,493 368,498 4,581,542
294,206 302,884 365,726 361,177 307,949 2,451,717
167,783 156,075 187,542 155,389 146,272 1,398,192
47,236 39,906 35314 36,637 38,896 393,633
¥2,182,553 ¥2,024,719 ¥2,157,318 ¥1,940,378 ¥1,818,153 $18,187,942
Other information:
Price range of common stack
{Tokyo Stock Exchange; yen and U.S. dollars):
HIGR. e ¥ 633 ¥ 847 ¥ 1,060 ¥ 694 ¥ 434 $ 5.275
LOW <o e 264 418 616 385 297 2.200
Number of employees (at the year-end)........co..cocovcomnrsiieicionnnn 79,025 80,500 86,003 83,519 77.0M

Notes: (8} U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥120 = US$1, the approximate Tokyo foreign exchange market rate as of March 31, 2003.

See Note 2 of Notes to Consolidated Financial Statements.
(b} See Notes 1 and 16 of Notes to Cansolidated Financial Statements,
{c} One American Depositary Share represents five shares of common stock.
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MANAGENENT’'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
SANYO Electric Co., Ltd. and Subsidiaries March 31, 2003 and 2002

[ OVERVIEW |

7 NET SALES AND OPERATING REVENUE

!

The principles of selectivity and focus underlay the Sanyo Group’s pursuit of
reform amid the difficult business conditions worldwide during fiscal 2003,
ended March 31, 2003. We strengthened our lithium-ion battery business
through an acquisition, sold our chip mounter business, and formed a capital
tie-up in the information and communications business. The year also saw
us begin commercial shipments of the world's first full-color active matrix
type organic light-emitting diode (OLED) display, which we developed jointly
with the Eastman Kodak Company, of the United States. This OLED is
expected to become the next-generation display format.

Despite an unfavorable economic climate, our performance by business
segment for the year under review was largely favorable. Sales rose for our
two main segments: AV/Information and Communications Equipment, mainly
digital cameras, cellular phones, and LCD projectors, and Electronic
Devices, principally semiconducters and electronic components.

QOur financial activities during the year hint at the difficult conditions sur-
rounding our operations. We restricted growth in capital by substantially
reducing inventories, aiming to make the most efficient use of total capital
employed. In addition, we redoubled our efforts to reduce interest-bearing
debt. Restricted capital growth notwithstanding, we continued to allocate
resources to fields that we selected as focuses. Moreover, we tock steps to
improve the quality of our assets. We posted losses from our write-down of
investment securities and of investments and advances (receivables) to
subsidiaries, among other measures.

Consolidated net sales and operating revenue for the fiscal year ended
March 31, 2003, rose ¥161.7 billion, or 7.7%, to ¥2,273.9 billion (US$18,949
million). The gain was supported by increased sales for our AV/Information
and Communications Equipment and Electronic Devices business segments
and for our credit finance and various businesses in our Others segment.

Operating income registered a notable jump of ¥25.2 billion, or 47.5%, to
¥78.3 hillion (US$652 million), thanks to sales growth and improved business
efficiency. Yet despite these increases, our bottom line was eroded by the
losses from our ¥78.2 billion evaluation loss on investment securities and our
¥30.4 billion devaluation and disposal of investments and bad debts to sub-
sidiaries. Consequently, we unavoidably recorded a loss before income
taxes and minority interests and a net loss of ¥84.9 billion (US$707 million)
and ¥72.8 billion (US$607 million).

Free cash flow for the fiscal year under review recovered from the net
cash outflow positions posted in the previous two fiscal years, to a net cash
inflow of ¥70.1 biltion (US$584 million), representing an impravement of ¥89.7
billion. This result came despite the loss recorded in the period because net
cash provided by operating activities was almost the same as in the previ-
ous fiscal year and because net cash used in investing activities decreased
substantially.

In keeping with the Company’s policy of paying dividends, cash dividends
applicable to the period comprised an annual dividend of ¥6.0 (US$0.050) per
share. Cash dividends per five American Depositary Shares (ADS's), mean-
while, amounted to ¥30.0 (US$0.250) per share.

Information on the Presentation of Consolidated Statements and Notes

At March 31, 2003, the Company had 117 consolidated subsidiaries, a net decrease of
6 companies (4 new companies and 10 eliminations), and 51 subsidiaries and affiliates
accounted for on an equity basis, a net decrease of 1 company (6 new companies and
7 eliminations).
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Net sales expanded ¥157.8 billion, or 7.8%, to ¥2,182.6 billion (US$18,188 mil-
lion). Among business segments, AV/Information and Communications
Equipment sales climbed ¥100.3 billion, or 12.4%, to ¥307.4 billion {US$7 561
million), on the strength of sales of optical pickups, cellular phones, digital
cameras, and LCD projectors. Electronic Devices sales, particularly in LCDs,
semiconductors, and electronic components, also contributed to overall
sales growth, rising ¥64.9 billion, or 17.1%, to ¥444.0 hillion (US$3,700 million).
Sales by our Batteries segment rose along with the recovery in demand for
cellular phone handsets, personal computers, and other items. And sales by
our Others segment posted a marked increase because of increased acqui-
sitions by the housing business.

Net Sales by Segment (Bilfion ¥)

ZE 577 248] R 217[H

AV/ Information and Communications Equipment
[ Home Appliances
[T Industrial and Commercial Equipment
[T Electronic Devices
7 Batteries
R Others

Home Appliances segment sales, however, slumped because of a decline
inthe sales of microwave ovens, refrigerators, and air conditioners. Sales
by our Industria! and Commercial Equipment segment likewise dropped, pri-
marily because of the impact on our business of our seiling off of our vend-
ing machine husiness.

Domestic net sales registered solid growth, increasing ¥27.9 billion, or
2.5%, t0 ¥1,123.6 billion (US$3,363 million). The major contributor to Sanyo’s
overall sales growth, overseas net sales, totaled ¥1,059.0 billion (US$8,825
million), a remarkable ¥129.9 billion, or 14.0%, increase based mainly on
sales growth in Asia. Accordingly, overseas sales as a percentage of con-
solidated net sales climbed 2.6 percentage points, to 48.5%, while domestic
sales as a percentage of consolidated net sales fell by the same percentage
points, to 51.5%

For breakdowns of net sales by business and geographic segments,
please see the review of operations.

Operating revenue increased ¥3.9 billion, or 4.5%, to ¥91.3 billion (US$761
million). This increase can be attributed to favorable growth in finance leas-
es and corporate loans in the Group's credit business.

|__COSTS, EXPENSES, AND OPERATING INCOME

|

Cost of sales amounted to ¥1,817.1 hillion {US$15,143 million}, an increase of
¥112.3 billion, or 6.6%, from the previous fiscal year, falling short of the 7.8%
growth in net sales by 1.2 percentage points. As a result, the cost of sales
ratic declined 0.9 percentage points, to 83.3%, from 84.2% in the preceding
fiscal year. The decrease in the cost of sales ratio was principally due to the
praduction efficiency gain by our business segments, to our cost reduction
campaigns, and to a decrease in the fixed cost burden produced by higher
net sales.
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R&D Expenses/R&D Expenses to Net Sales (Billion ¥, %)

Interest Coverage (Times)
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Operating Income (Billion ¥) ‘ A summary of operating income by business and geographical segments
2003 78 follows. For details, please see the tables below and on page 22.
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Our efforts to restrain our business expenses notwithstanding, increases
in expenses, especiaily in R&D expenses, produced a ¥24.2 billion, or 6.8%,
increase in SG&A expenses, to ¥378.5 billion (US$3,154 million). As a propor-
tion of net sales, SG&A expenses declined a marginal 0.2%, to 17.3%,
because expenses grew less than sales. R&D expenses included in SG&A
expenses totaled ¥120.8 billion (US$1,007 million}, climbing ¥13.8 hillion, or
12.9% year on year. Reflecting this increase, R&D expenses as a percentage
of net sales were 5.5%, rising 0.2 percentage points from 5.3% in the previ-
ous fiscal year. The higher figure can be attributed to the continued focus of
R&D investments on digital and device and energy and ecology related
fields. For greater details, please see the discussion of our R&D for the year.

Mainly because of improved gross profit, operating income rose ¥25.2 bil-
lion, or 47.5%, to ¥78.3 billion (US$652 million), despite the expansion in
SG&A expenses. Operating income as a percentage of net sales increased
1.0 percentage point, to 3.6%.

Business Segments {Unaudited)

BUSINESS SEGMENT

® AV/Information and Communications Equipment

The AV/Information and Communications Equipment segment remains ane
of the main contributors to overall profitability at Sanyo, along with
Electronic Devices. Its operating income jumped ¥7.8 billion, or 23.8%, to
¥40.5 bitlion (US$338 million), thanks to firm sales of LCD projectors, digital
cameras, cellular and PHS phones, and optical pickups.

¢ Home Appliances

Our Home Appliances segment suffered an operating loss to ¥10.5 billion
{US$88 million), decreasing ¥9.6 billion compared with the previous fiscal
year. Although sales of washing machines increased, sales of microwave
ovens, refrigerators, and air conditioners slumped.

® Industrial and Commercial Equipment

Increased sales of supermarket showcases helped our Industrial and
Commercial Equipment segment overcome our sale of our vending machine
business. Operating income rebounded from the operating loss of the previ-
ous fiscal year, rising ¥1.5 billion, to ¥1.2 billion (US$10 million).

2003
Biflions of Yen
Net Sales and Operating Revenue Operating A Depreciation Capital
External Intersegment Total Income (Lass) ssets and Amortization Expenditure
AV/Information and Communications Equipment............c..c.o..c..... ¥ 9074 ¥ 31 ¥ 9105 ¥ 405 ¥ 536.1 ¥ 258 ¥220
Home Appliances 258.7 6.8 2655 (10.5) 2309 12.0 13
Industrial and Commercial Equipment 189.9 28 192.7 12 155.2 4.0 23
ElECtronic DevICeS ... eeeseeieie e 4440 208 454.8 216 582.1 831 s
Batteries 286.4 8.0 294.4 24.7 2743 20.8 218
OHNETS oo 181.5 14.8 2023 22.6 643.5 43 _60
SUBOTEL o 2,2139 56.3 2,330.2 100.1 24221 120.0 91.1
Corporate and eliminations ............o.ccoccorovcocoeecereeeeeeeres e — (56.3) (56.3) (21.8) 24 48 _64
TOMA oo e ¥2,273.9 ¥ — ¥2213.9 ¥ 783 ¥2,744.5 ¥1248 ¥975
Miltions of U.S. Dollars
AV/Information and Communications Equipment......................... $ 7,561 $ 26 $ 7,587 3338 $ 4,468 $ 215 $183
Home ApplianCes .......covovveeeiceiienceecee . 2,156 57 2,213 (88) 1,924 100 61
Industrial and Commercial EQUIpMENt. .......c..cooooveivee oo 1,583 23 1,606 10 1,293 33 19
EIECtroniC DBVICES. ..........cveveeeiee e 3,700 173 3,873 180 4,851 443 264
Batteries 2,386 67 2,453 206 2,286 173 182
BHNEIS e 1,563 123 1,686 188 5,362 36 _50
SUB-OTAl oo e 18,949 469 19,418 834 20,184 1,000 759
Corporate and eliminations ............ccooerveereoees oo enee — _Mﬁ) (469) _(181) 2,687 40 _ 54
TOUAl e e $18,949 $5— $18,949 _$653 $22,871 $1,040 $813
21
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2002

Billions of Yen

Net Sales and Operating Revenue Operating Assets Depreciation Capital
External Intersegment Total Income (Lass} and Amortization Expenditure
AV/Information and Communications Equipment................c.......... ¥ 8071 ¥ 35 ¥ 8106 ¥32.7 ¥ 48856 ¥ 241 ¥ 179
Home Appliances 280.7 74 288.1 0.8) 2626 121 105
Industrial and Commercial EQUIPMENt. ..o 223.8 1.8 225.7 (0.3) 202.0 48 2.7
Electronic DEVICES ..o 379.0 16.1 3951 (39) 586.6 55.4 454
Batteries 2738 6.4 2802 24.0 2736 20.6 17.3
ONBIS. e e 147.7 16.6 164.3 22.0 614.5 40 39
SUBEOTAI .. 2,121 51.9 2,164.0 13.7 24218 121.0 97.7
Corporate and eliminations ........c.ccoeevvrvvevermres e — {51.9) (51.9) (20.6) 3218 44 45
TOA s e ¥2,1121 ¥ — ¥2,1121 ¥53.1 ¥2,749.7 ¥1254 ¥102.2
Geographic Segments (Unaudited)
2003
Billions of Yen
Net Sales and Operating Revenue Operating Assets
External Intersegment Total Income
JAPAN. oo ¥1,592.4 ¥423.9 ¥2,016.3 ¥81.1 ¥2,036.0
i 3074 2845 591.9 12.2 226.9
251.0 23 253.3 6.3 125.7
1231 0.5 123.6 0.3 434
22139 m.a2 2,985.1 99.9 2,432.0
— (711.2) (111.2) (21.6) 3125
¥2,2139 ¥ — ¥2,2739 ¥78.3 ¥2,744.5
Millions of U.S. Dollars
Japan $13,270 $3,533 $16,803 $676 $16,967
ASIa 2,561 231 4,932 102 1,891
North America ... 2,092 19 21 53 1,047
Others.... 1,026 (| 1,030 2 362
Sub-tatal.....oocoooie 18,949 5,927 24,876 833 20,267
Corporate and eliminations..........ccooovveveeeeeeeiereeece o oo — (5,927) (5,927) @) 2,604
TOUAD oo et $18,949 $ — $18,949 @ $22,871
2002
Bitlions of Yen
Net Sales and Operating Revenue Operating Assets
External Intersegment Total Income (Loss)
¥1,466.2 ¥3774 ¥1,843.6 ¥59.6 ¥1,970.2
267.9 248.7 516.6 1.2 256.2
NOMh AMENICA. ... 2526 256 255.2 37 147.6
Others 125.4 08 126.0 _{02) 49.8
2,112 629.3 2,414 743 24238
— (629.3) (629.3) (2_12) 3259
TOUAE oo e ¥2,1121 Yy — ¥2,112.1 ¥31 ¥2,749.7

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥120 = US$1, the approximate Tokyo foreign exchange market rate as of March 31, 2003.
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¢ Electronic Devices

Arecovery in sales of LCDs, semiconductors, and electronic components
moved operating income for our Electronic Devices segment back into the
black from the ¥3.9 billion loss in the prior fiscal year. Operating income
improved ¥25.5 billion, to ¥21.6 billion (US$180 million), making the segment
one of the main contributors to Sanyo’s overall operating income.

® Batteries

Supported by a recovery in demand for celflular and PHS phones and per-
sonal computers, the operating income of our Batteries segment edged up
¥0.6 billion, or 2.6%, to ¥24.7 billion {US$208 million), showing solid resistance
to further declines.

e Others

Qur Others segment, too, realized a gain in operating income, of ¥0.6 billion,
or 2.8%, to ¥22.6 billion (US$188 million). Profit levels were favorable overall,
with growth in housing business acquisition.

GEOGRAPHICAL SEGMENT

e Japan

Operating income for Japan advanced a substantial ¥21.5 billion, or 36.1%, to
¥81.1 billion {US$676 million), and was a main factor in the overall increase in
Sanyo’s operating income.

® Asia

Asian operating income rose ¥0.9 biflion, or 8.4%, to ¥12.2 billion

{US$102 million).

® North America

Operating income in North America increased ¥2.6 billion, or 72.1%, to ¥6.3
billion (US$53 miltion).

o Others

Operating income elsewhere rebounded from the operating loss of ¥0.2 bil-
lion in the previous fiscal year, improving ¥0.5 billion, to ¥0.3 billion (US$2
million).

{__OTHER INCOME (EXPENSES) AND NET INCOME |

Other expenses, net, expanded substantially by ¥113.4 biliion, to ¥163.2 billion
(US$1,360 million). Of this amount, interest expenses, net, declined ¥3.0 bil-
fion, to ¥11.5 billion (US$96 million). Interest and dividends income declined
¥1.8 billion, to ¥6.9 billion (US$58 million), mainly because of the lower level
of funds invested and the low interest yields. Interest expenses also
declined, sinking ¥4.7 billion, to ¥18.5 billion (US$154 million), because the
average outstanding balance of interest-bearing debt sank as a result of the
high leve! of redemptions and maturities of interest-bearing debt in the pre-
vious fiscal year.

Other, net, soared ¥116.3 billion, to ¥151.7 billion (US$1,264 million). As
mentioned, this substantial increase can mainly be attributed to a ¥78.2 bil-
lion {US$652 mitlion) evaluation loss on investment securities and to ¥30.4
billien {US$254 million} in job change support expenses for the early retire-
ment of employees related to structural reforms. '
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As a result of the preceding, the loss before income taxes and minority
interests amounted to ¥84.9 billion (US$707 million), down ¥88.1 billion from
the previous fiscal year because of the temporary increase in other expens-
es, net. Current income taxes were ¥23.9 billion (US$199 million), but
because of an adjustment of minus ¥37.5 billion (US$312 million) for deferred
income taxes the result for netincome tax was a refund of ¥13.6 billion
{US$113 million). This refund increased the loss before minority interests to
¥71.3 billion (US$594 million), a decline of ¥72.2 billion. After deducting minor-
ity interests, Sanyo recorded a loss of ¥72.8 billion (US$607 million), falling
¥74.5 billion from the previous fiscal year.

Basic loss per share was ¥39.1 (US$0.326), compared with netincome
per share of ¥0.9 in the previous fiscal year. Basic loss per ADS (five
common shares) was ¥195.5 {US$1.629), compared with net income per
share of ¥4.5 a year earlier. For the annual dividend, please see the relat-
ed section under overview.

[ FINANCIAL POSITION

Assets

As a result of the financial strategies mentioned in the overview, total assets
atfiscal year-end contracted ¥5.2 billion, or 0.2%, to ¥2,744.5 billion
(US$22,871 million).

By type of asset, total current assets increased ¥10.6 billion, to ¥1,476.0 bil-
lion (US$12,300 million). The main positive factors in this expansion were a
¥60.1 billion increase in cash and cash equivalents due to an improvement in
cash flow; a ¥44.7 billion increase in receivables, primarily because of sales
growth; and a ¥6.7 billion rise in other. Among negative factors, securities
declined ¥37.5 billion because of devaluation and sales.

tnvestments and advances decreased ¥43.6 billion, to ¥258.9 billion
(US$2,157 miflion), mainly because of the devaluation of investment.

Net property, plant and equipment decreased ¥35.1 biflion, to ¥627.0 billion
{US$5,225 million), in book value. During the fiscal year, Sanyo invested ¥97.5 bil-
lion in property, plant and equipment in primarily its Batteries and Electronic
Devices business segments, including semiconductors. However, net property,
plant and equipment fell as a result of an increase in accumulated depreciation
and because of decreases stemming from its sale of its vending machine busi-
ness.

Deferred income taxes—noncurrent-expanded ¥45.2 hillion, to ¥185.6 hil-
lion (US$1,546 million). This increase occurred primarily because of deferred
tax on a variety of items, such as evaluation losses and decreases, resulting
from the application of tax effect accounting.

Other assets, increased ¥17.9 billion, to ¥197.1 billion {US$1,643 million),
mainly because of an increase of non-current lease receivables.

Capital Expenditures and Sources of Funds (Billion ¥)

2003 m@ : B
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I Capital Expenditures (] Netlncome  [___] Depreciation and Amortization
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Liabilities and Stockholders’ Equity

Total liabilities grew ¥115.3 billion, or 5.5%, to ¥2,218.5 billion {US$18,488 mil-
lion). This increase resulted principally from increases in severance pay-
ments payable and pension abligations and from growth in purchase
liabilities related to the expansion of our business. Of this amount, total
short- and long-term interest-bearing debt decreased ¥23.1 billion, to
¥1,143.9 billion {US$9,533 million), as a net effect of new fund-raising, repay-
ments, and redemptions.

Debt to Equity Ratio (%)

2003 ] e a1.7
2002 ] 1; 42.4
2001 ] € 40.3
2000 ] e az4
1999 ] ® 453

Composition of Total Capital Employed (Billion¥)

Interest-Bearing Debt ] Other Liabilities [l Stockholders’ Equity

Composition of Interest-Bearing Debt (Billion¥)
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3002 | sa98 619
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[ Jtong-Term Debt IR Short-Term Borrowings and Current Portion of Long-Term Debt

Major funding during the fiscal year under review included the Company’s
domestic uncollateralized bond issues, totaling ¥50.0 billion. These funds
were raised for the redemption of a ¥20.0 billion domestic uncollateralized
bond issue that matured in September 2002 and to increase capital invest-
ment funds and other outlays. As a result, long-term debt increased ¥35.9
billion, to ¥583.6 billion {US$4,863 million). On the other hand, short-term bor-
rowings declined ¥57.2 billion, to ¥407.3 billion {US$3,394 million), because of
increased repayments due to an improved cash position.

Operating liabilities and other liabilities amounted to ¥1,074.6 billion
(US$8,955 million), increasing ¥138.4 hillion. The principal cause of this
increase was a ¥65.9 billion expansion in notes and accounts payable relat-
ed to business growth. In addition, accrued pension and severance casts
rose ¥69.5 billion because of a rise in projected benefit obligation.

Total stockholders’ equity decreased ¥121.0 billion, or 20.1%, to ¥481.2 bil-
lion (US$4,010 million), and the stockholders’ equity ratio edged down 4.4
percentage points, to 17.5%, from 21.9%. The main factors underlying the
decrease in stockholders’ equity was the ¥84.0 billion decline in retained
garnings resulting from the ¥72.8 billion loss and ¥11.2 billion in dividend pay-
ments. In addition, accumulated other comprehensive loss grew ¥32.2 bil-
fion, to ¥145.6 billion (US$1,214 million), because of an increase in minimum
pension liability adjustments. An additional acquisition, of ¥4.8 billion, of trea-
sury stock during the fiscal year raised total treasury stock to ¥7.1 billion
(US$59 million).

l CASH FLOWS |

Cash and cash equivalents (hereafter referred to as cash) at the end of the
fiscal period amounted to ¥319.8 billion {US$2,665 million), up ¥60.1 billion
from the previous fiscal year-end. This increase can mainly be attributed to
the decline in the use of cash in investment activities, particularly property,
plant and equipment, during the period under review, resulting in greater
free cash flow, and to smaller outflow from financing activities conducted to
raise and repay funds. The amount of cash is approximately 1.7 months of
average monthly sales of ¥189.5 billion, representing adequate liquidity for
normal business operations.

Despite the substantial loss recorded, net cash provided by operating
activities was almost the same as in the previous fiscal year, at ¥131.8 billion
(U'S$1,098 million). Net cash inflow, consisting of net income, depreciation
and amortization, and other noncash adjustment items, amounted to ¥120.3
billion (US$1,002 million), down ¥18.5 billion from the previous fiscal year.
This decrease was due to a decline in our provision for income
taxes—deferred and other.

Depreciation and amortization also declined slightly. On the other hand,
changes in assets and liabilities, net of effect, produced a net cash inflow of
¥38.3 billion (US$319 million), a ¥26.3 billion improvement thanks to sales
growth compared with the net cash inflow of ¥12.0 billion in the previous fis-
cal year. This cash inflow mainly arose from a substantial increase in notes
and accounts payables and a decrease in inventories offset somewhat by a
large increase in receivables.

Net cash used in investing activities amounted to ¥61.6 billion (US$514
million), down ¥88.8 billion from the previous fiscal year. This substantial
decrease can be attributed to a net inflow of cash from short- and long-term
investments and to advances due to various transactions. In.addition, pay-
ments for purchase of property, plant and equipment decreased ¥56.1 billion,
to ¥90.8 biflion (US$757 million).

Net cash used in financing activities amounted to ¥7.2 billion (US$60 mil-
lion), declining ¥47.5 billion from the previous fiscal year. Although there was
a decrease in short-term debt due to repayment, long-term debt increased
with new issuances of bonds, resulting in a net inflow of ¥9.8 billion (US$82
million) compared with the net outflow of fund-raising, repayment, and
redemption of ¥41.6 billion in the previous fiscal year. Dividends paid
amounted to ¥11.7 billion (US$38 million), almost the same as in the previous
fiscal year.

Cash Flows (Billion ¥)
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v
CONSOLIDATED STATENMENTS OF INCOME
SANYQ Electric Co., Ltd. and Subsidiaries Years ended March 31, 2003, 2002 and 2001

Thousands of

Millions U.S. Dollars
of Yen {Note 2)
2003 2002 2001 2003
Sales and operating revenue:
NEE SAIBS INDEE B ..o ¥2,182,553 ¥2,024,719 ¥2,157,318 $18,187,942
OPEIBLING TEVENUE ..e..oeeoietecieie ettt 91,322 87.408 83,679 761,016
2,213,875 2,112,127 2,240,997 18,948,958
Costs and expenses (Note 15):
CoSt O SBIBS {NOIE BY ..o 1,817,125 1,704,797 1,767,392 15,142,708
Selling, general and AdMINISITATIVE .........cco.ccovveeiv oo et 378,451 354,256 367.014 3,153,758
2,195,576 2,059,053 2,134,408 18,296,466
OPEIEtNG INCOME .....oooovoeee e ettt 78,299 53,074 106,591 652,492
Other income:
INterest nd dIVIAENGAS ..o e 6,954 8,732 8,673 57,950
Foreign currency transaction Gaing, NBL .......o.ccooooovoroveeeeeeeseeeceeee oot — 3,308 8,768 —_
OENET INORE B) ...t s 29,017 23.366 20,584 241,808
35,971 35,406 39,025 299,758
Other expenses:
TIEBIEST oottt 18,463 23,196 26,427 153,858
Foreign currency transaction losses, net ... 6,075 — — 50,625
Evaluation (0SS 0N INVESTMBNT SECUILIES .....couuuuereiivvirseomrreseeeeses e serecess e ssessssses s sesrnsenes 18,197 22,109 8,007 651,642
Devaluation and disposal of investments and bad debts ..o 30,432 — — 253,600
ORI INORE B) ... 65,973 39,90 37.698 549,775
199,140 85,206 72132 1,659,500
{Loss) income before income taxes and MiNGTity INTBIESTS .......cooovvovoreroveeee s e (84,870) 3274 73,484 {707,250}
Income taxes (Note 14):
CUITBIE oot 23,877 21,172 29,775 198,975
Deferred ........ (37.474) (18,785) (3.711) {312,283}
(13,597) 2,387 26,064 {113,308)
(Loss}income before MiNOFty INTEIESIS .......co.ccooivececeeeeee oot (71,273) 887 47,420 {593,942)
MINOFITY INEEFESTS ...ttt e 1,544 (2,017) 5219 12,866
{Loss} income before cumulative effect of accounting Change ........coo..cooveeveeeccece e (72,817) 2,904 42,201 (606,808)
Cumulative effect of accounting change — (1,177) — —
NEt (10SS) INCOME ........cooiioi et e (72,817) ¥ 1727 ¥ 42201 $ (606,808)

U.S. Dollars

Yen {Note 2)
Per share:
Basic (Note 16);
Basic net (loss) income per share before cumulative effect of accounting change ... ¥(39.9) ¥15 ¥228 $(0.326)
Cumulative effect of accounting change — (0.5) — —
Basic Net (10SS) INCOME PEF SHAIE ........oviiieiiieireeie e {39.1) 08 226 {0.326)
Diluted {Note 16):
Diluted net (loss) income per share before cumulative effect of accounting change .......ccccooervvvnn. (39.1) 15 221 (0.326)
Cumulative effect of 8cCOUNTING ChANGE ©......vveoivveo et — (0.6) — —
Diluted net (1055) INCOME PBI SNEIE ..o ee e en s (39.1) 09 22.1 {0.326)
Cash dividends GBCIBIEA ........coooivi it 6.0 6.0 6.0 0.050
Per American Depositary Share:
Basic:
Basic net loss) income per share before cumulative effect of accounting change ..o, ¥(1955) ¥75 ¥1130 $(1.629)
Cumulative effect of accounting change — (3.0) — —
Basic net (108S) INCOME PET SNATE .......ovviieiieee e e (195.5) 45 113.0 {1.629)
Diluted:
Diluted net {loss} income per share before cumulative effect of accounting change ..o, (195.5) 75 1105 {1.629)
Cumulative effect 0f CCOUNTING ChANGR -......covvrv e e — (3.0) — —
Diluted net {10SS) INCOME PBI SNATE ...........ov oot (195.5) 45 1105 {1.629)
Cash dividends dECIATEA ... ....o.oooiiie e 30.0 300 30.0 0.250
Weighted average number of shares (thousands} ... s 1,863,198 1,870,510 1,871,376

The accompanying notes are an integral part of these statements.
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CONSOLIDATED BALANCE SHEETS
SANYO Electric Co., Ltd. and Subsidiaries March 31, 2003 and 2002

Thousands of

Millions U.S. Dallars
{Note 2}
ASSETS 2003 2002 2003
Current assets:
Cash and cash equivalents:
BBSI e S 145,916 ¥ 78725 $ 1,215,967
THME ABPOSITS vvvveevevees ettt 2R s e 173,837 180,957 1,448,642
319,753 259,682 2,664,609
Short-term investments (NOTES B AN 1) ... s 29,328 66,806 244,400
Receivables:
NOTES BN BECOUNES 1 vovvecvevarieieieio st es sttt s 884 416,580 395,492 3,471,500
FINGNCe rECEIVADIES {NOTB 3] ...ooi ittt st et e 235,247 223,487 1,960,392
Affiliates and unconsolidated subsidiaries .. 57,094 45,258 475,783
Allowante for dOUDIUT BECOUNTS ..o et (28,506) (20,720) (237,550}
680,415 643,517 5,670,125
INVEMEOMIES (NGB ) .vvooeiverseeeos e s et R8s s b5 et 341,226 404,688 2,843,550
Deferred INCOME TAXES (NOTE TAY ...ttt 31,435 23,960 261,958
Prepaid expenses and other 73,812 66,766 615,100
TOUI CUITBNT @SSETS -..euivo ittt s 8 1,475,969 1,465,419 12,299,742
Investments and advances:
Affiliates and unconsolidated SUBSIAIANES INOTE B) .......c.eviiiiie ettt 35,263 36,320 293,858
ONEM INGEES B BN 11 i1t st 223,604 266,185 1,863,367
258,867 302,505 2,157,225
Property, plant and equipment (Note 7):
BUIAINGS ..oovvve et s 1 471,324 483,691 3,977,700
MaChINENY AN BGUIPIMENT ..ov.oivtiiees ettt sttt et sree 987,442 1,013,659 8,228,683
1,464,766 1,497,350 12,206,383
ACCUMUIATEA TBOTBLIALION ©1..vv. ettt s et {998,521) {999,976) (8,321,008)
466,245 497 374 3,885,375
LBINT cvcv et ettt e e et 8L RS st 144,450 146,220 1,203,750
CONSTTUCKION TN PIOGIESS weuvvervriiieeiesses st e eesse e a1t 854 16,300 18,526 135,833
626,995 662,120 5,224,958
Deferred iNCOmME taXes (NOB T4) ...ttt ettt es s 185,563 140,405 1,546,358
BERBE @SSBES ...t et e R R et 197,132 179,260 1,642,767
¥2,744,526 ¥2,749,709 $22,871,050

The accompanying nates are an integral part of these statements.
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Thousands of

Mitlions U.S. Dollars
of Yen (Note 2}
LIABILITIES AND STOCKHOLDERS' EQUITY 2003 2002 2003
Current liabilities:
Short-term BOITOWINGS (NOLE 7} .....overeoie s s ¥ 407,298 ¥ 464475 $ 3.394.150
Current portion of [OnG-term @bt (NGB 7] ... oo et 153,095 154,963 1.275,792
Notes and accounts payable:
TTBUE oo e e 456,781 391,337 3.806,508
Affiliates and unconsolidated SUBSIIAMNES .........cco.coviivriurieie e e s, 9,836 9,405 81,367
CONSITUCTION ....oiveve ettt sttt oo 31,598 30,086 263317
498,215 430,828 4,151,792
ACCTUBT INCOIMIE TAXES .. vvevroieeoee et eas s ettt s b1 01 15,372 16,777 128,100
Employees’ savings dePOSIES ..o N 24,180 76,687 201,500
Other, including dividends payable and accruBd BXPENSES .......ccoiv vt 228,082 222,803 1,900,683
TOa) CUITBNT DI EIBS o e ettt er e 1,326,242 1,316,343 11,052,017
Long-term debt (NOTES 7 and T1) ..ot 583,556 547 620 4,862,967
Accrued pension and severance costs (Note 8} 308,751 239,301 2,572,925
Total liabilities 2,218,549 2,103,264 18,487,909
Minority interests in consolidated SUbSIIANIes ... s 44,785 44,270 373,208
Commitments and contingent liabilities (Note 10)
Stockholders’ equity (Note 13):
Common stock:
Authorized:
March 31, 2003 and 2002—4,921,186 thousand shares
Issued:
March 31, 2003—1,872,338 thousand SHIES ...........ccooirrriirii e e e 172,242 — 1,435,350
March 31, 2002—1,872,335 ThoUSANG SNETES .........co.oviivecceiee s e — 172,241 —
AAAItIONAl DAIT-IN CAPIAT ettt s e 336,029 336,028 2,800,242
REEAINE BBIMINGS ..ottt ettt s 125,686 209,674 1,047,383
Accumulated other COMPIBRBNSIVE J0SS ......ccoovv oo oottt seees et ens s st {145,648) (113,487) (1,213,733)
488,309 604,456 4,069,242
Less, treasury stock at cost:
2003—17,090,173 SNAIES «.....oivveeo et e (7.117) — {59,309)
2002 2,161,204 SNATES ....oooeeeeee et e — (2,281 —
T0tal STOCKNOMETS  BQUITY ... et ettt 481,192 602,175 4,009,933
¥2,744,526 ¥2,743,709 $22,871,050
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
SANYQ Electric Co., Ltd. and Subsidiaries Years ended March 31, 2003, 2002 and 2001

Miltiens of Yen

Accumulated Other Comprehensive Income (Lass)

NetUnreal- Foreign Minimum  NetUnreal- Total
Additional ized Gains Currency Pension ized Gains Comprehen-
(Number of Shares of Cammon Paid-in Retained {Losses)on  Translation Liability {Losses) on sive
Common Stock—Thousands) Stock Capital Earnings Securities  Adjustments  Adjustments  Derivatives Total Income (Loss)
Balance, March 31,2000 (1,872,327) .cc....ccooocovvvrrnn. ¥172,238  ¥336,026  ¥188,193  ¥29514  ¥38,258)  ¥(22153) ¥ —  ¥(30,898)
Comprehensuve income (loss):
NEEINCOME ..o 42,201 ¥ 42201
QOther comprehensive income (loss):
Net unrealized losses on securities
(net of tax of ¥25,234 million)....c.....coovervrcvrrrene. (35,241) (35,241) (35,241)
Reclassification adjustments for net losses realized in
net income {net of tax of ¥2,381 million} (Note B).... 3,548 3,548 3,548
Foreign currency translation adjustments .............. 13,753 13,753 13,753
Minimum pension I|ab|I|ty adjustments
{net of tax of ¥18,314 million)....ccccoovviriveiecenn. (25,291) {25,291) 25,291)
TOBL e ¥ (1,030
Cash dividendS ...ocooevere e {11,228)
Conversion of convertible bonds {8).........ccovivrevieice 3 2
Balance, March 31, 2001 (1,872,335} ..............cc.......... 172,201 336,028 219,166 (2.179) {24,506} {47,444) — {74,129
Comprehensive income (loss):
NETINCOME ..o et e 1,727 ¥ 1,727
Other comprehensive income (loss):
Net unrealized lasses on securities
{net of tax of ¥26,680 mitlion) (Note 6)................ {37,900) (37,900) (37,900}
Reclassification adjustments for net losses realized
in net income (net of tax of ¥8,546 million)........... 12,125 12,125 12,125
Foreign currency translation adjustments .............. 9,333 9,333 9,333
Minimum pension liability adjustments (Note 8)
{net of tax of ¥15,384 million)........c.ccccceivvceren. (21,245) {21,245) (21,245)
Cumulative effect of adopting SFAS No. 133
(net of tax of ¥1,762 million) .......ccoo.coovcisceieinnn. (807) (807} {807)
Net unrezlized losses on derivatives
{net of tax of ¥1,406 million) (Note 12)........cco....... (1,428) (1,428) (1,428)
Reclassification adjustment° for net losses realized
in net income {net of tax of ¥799 million) 564 564

564
Total .. ¥ (37.631)

Cash dividends ..

. (11,219
172,241 336,028 209,674 (27,954) (15,173) (68,689) (1.671) (113,487}

Balance, Marc ,
Comprehensive i mcome {loss}:
NBEIOSS oo e (72,817) ¥ (72,817)
Other comprehensive income (loss):
Net unrealized losses an securities

{net of tax of ¥19,922 million} (Note 6)................ {25,864) (25,864) (25,864)
Reglassification adjustments for net losses realized
in net loss (net of tax of ¥31,432 miflionj.............. 42,682 42,682 42,682
Foreign currency translation adjustments .............. {10,990) {10,990) (10,990)
Minimum pension liability adjustments {Note 8)
(net of tax of ¥24,550 million)..c..cco.cevveivvieriieeena. (37,716) {37,716) (37,716)
Net unrealized losses on derivatives
(net of tax of ¥864 million} (Note 12).........ccccoco.. (839) (839) {839)
Reclassification adjustments for net losses realized
in net loss (net of tax of ¥723 million] ................... 566 566 566
¥{(104,978)
(11,17)
. 1 1
¥172,242  ¥336,029  ¥125686 ¥(11,136) ¥(26,163) ¥106,405) ¥1,944) ¥{145,648)
. Thousands of U.S. Dollars {Note 2)
Balance, March 31,2002 (1,872,335) ..............ccooevvennn. $1,435342 $2,800,234 $1,747,283 $(232,950) $(126,442) $(572,408) $(13,925) $(945,725)
Comprehensiva income (ioss):
NETIOSS oo eeceesee e (606,808) $(606,808)
Qther comprehensive incoms (loss):
Net unrealized losses on securities
{net of tax of $166 million) (Note 6)....................... (215,533} (215,533)  (215,533)
Reclassification adjustments for net losses realized
in net loss {net of tax of $262 million)................... 355,683 355,683 355,683
Foreign currency translation adjustments .............. {91,583) {91,583} (91,583)
Minimum pension |lab\|lt\’ adjustments {Note 8}
{net of tax of $205 Million)......coooevvveerrercenene. (314,300) (314,300}  (314,300)
Net unrealized losses on derivatives
{net of tax of $7 million) (Note 12)........ccorvverenene. (6,992) {6,992) (6,992)
Reclassificati(on adjlsttmenf'[s$ gor nﬁt Ios)ses realized a7 . -
in net loss (net of tax of $6 million A 4,
Total .......... $(874,816)
Cash dividends (93,092)
Conversion of convertible bonds {3)...... 8
Balance, March 31, 2003(1,872,338]..............ccccoouneees $1.435,350 $2,800.242 $1,047,383 § (92,800} $(218,025) $(886,708) $(16,200) $(1,213,733)
The accompanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
SANYQ Electric Co., Ltd. and Subsidiaries Years ended March 31, 2003, 2002 and 2001

Thousands of
Millions U.S. Dollars
of Yen {Note 2)
2003 2002 2001 2003
Cash flows from operating activities:
INBTHIOSS) INCOME ... oeoeeceeesie ettt sttt ss st ¥(72,817) ¥ 1727 ¥ 42201 $ {606,808}
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization ..o 124,762 125,443 117,289 1,039,683
(Gain) loss on sale of marketable securities and investment securities (6,038) 5,963 2,201 {50,317)
Evaluation (0SSeS 0N INVESIMENT SECUFTIES ....vuuivieiiii e 78,197 22,109 8,007 651,642
Devaluation and disposal of investments and bad debts ... e 30,432 — — 253,600
Loss on disposal of property, plant and 8QUIDMENT ... e 5,638 3,654 4,045 46,983
Provision for income taxes—dBEIEE ..o (37,474) {18,785) (3.711) (312.283)
Equity in earnings of affiliates and unconsclidated subsidiaries (2.429) (1,308} (2,036) (20,242)
Change in assets and liabilities, net of effect of newly consolidated subsidiaries in 2003
(Increase) decrease in receivables (60,493) 53,179 (107.853) (504,108)
Decrease (increase) in inventories 54,642 34,666 (34,236) 455,350
Decrease (increase} in prenaid expenses and OB ... 19,651 17,468 (26,234} 163,758
{Increase) decrease in other assets ..., (33,142) 16,657 (22,547) (276,183)
Increase (decrease) in notes and accounts payable 61,724 (70,788) 73,378 514,367
Decrease in aCCrUBH INCOME TAXES .......vvueoreiieisirecie ettt et (1,094) (4,696) {3,530 (9,117)
{Decrease) increase in other current HAbIHtES ....ccoo.ooovvie e {2.976) (34,502} 39,430 (24,800)
OUNBE, MBE ..ottt 4818188t e (26,827) (19.879) 13,000 (223,559)
Total adjustments 204,573 129,181 57,143 1,704,774
Net cash provided by operating activities 131,756 130,908 99,344 1,097,966
Cash flows from investing activities:
Decrease {increase) in ShOr-LermM INVESIMENLS ......coveivirirs i et 36,386 (15,281) (14,540} 303,217
Praceeds from sale of investments and collection of AQVANCES ... 30.201 30,879 33,284 251,675
Proceeds fram sale of property, plant and 8QUIPMENT ..o 28,012 24978 15,214 233,433
Payments for purchase of investments and aVANCES ... scensscecsse e {46,606) (38,921) {36,967} (388,383)
Payments for purchase of property, plant and equipment .. {90,783) {146,891) (123,641) (756,525)
Proceeds from acquisition of consolidated subsidiaries 8,058 — — 67,150
Proceeds from sale of consolidated SUDSIAIANES . ... e 4,813 — — 40,108
OEDBE, TIBE oottt ee e es st es ettt (31,12} (5,222) (80) (264,267)
Net cash USed in iNVESTING ACTIVILIES ........ccoorvvvriiiies oo e e {61,631} {150,458) (126,730} {513,592)
Cash flows from financing activities:
(Decrease) increase in ShOM-terM DOTTOWINGS .....ooviiorieinreeie et {33,638) 19,652 10,846 {280,317)
Proceeds from issuance of long-term debt . .. 215,635 122,440 143,804 1,796,359
Repayments O IONGIEIM GEDT ... s et e {172,208) (183,707) {133,548} (1,435,067}
DIVIBENGS PIT ..ot resss s s e {11,733) (11,794) {10,842) {97.775)
Repurchases of common stock (5,245) (1,287) (879) {43,708)
Net cash {used in} provided by fin@nCing ACTIVILIES ............eervrerriornirr e ereeercsniecns (7,189) (54,706) 9,381 {59,908}
Effect of exchange rate changes on cash and cash equivalents . (5,221) 4,358 6,123 {43,508)
Net increase (decrease) in cash and cash equivalents ... 57,15 (69,898} (11,882) 480,958
Cash and cash equivalents of newly consolidated subsidiaries ... 2,356 — — 19,634
Cash and cash equivalents at Beginning of year ... 259,682 329,580 34 462 2,164,017
Cash and cash equivalents at end 0f Year ... ¥319,753 ¥259,682 ¥329,580 $2,664,609

The accompanying notes are an integral part of these statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SANYQ Electric Co., Ltd. and Subsidiaries

n SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Sanyo is engaged in development, manufacture and sales in various locations
around the world. Sanyo operates in six business segments: “AV/Information and
Communications Equipment,” “Home Appliances,” “Industrial and Commercial
Equipment,” “Electronic Devices,” "Batteries” and “Others."” Fiscal 2003 net sales
comprised AV/Information and Communications Equipment (42%}, Home
Appliances {12%), Industrial and Commercial Equipment (3%}, Electronic Devices
(20%), Batteries {13%) and Others (4%). The principal markets are in Japan, Asia,
North America, Europe and others, with sales in each area representing 52%, 25%,
13%. 8% and 2%, respectively, of net sales for the year ended March 31, 2003.
Sanyo has manufacturing facifities located in more than 20 countries, principally in
Asian areas, such as Japan and China, as well as in North America and Europe.
Accounting Principles

The accounting records of domestic companies are maintained in accordance with
accounting practices prevailing in Japan. The accompanying consolidated financial
statements refiect the adjustments necessary for a presentation in accordance with
generally accepted accounting principles as defined in the United States of America.
Such adjustments primarily comprise accruing pension and severance costs and
derivative instruments and hedging activities.

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amouns of assets and liabilities and disclosure of contin-
gent assets and liabilities at the reporting date of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. Actual
results could differ from those 2stimates.

Consolidation and Investments in Affiliated Companies

The consolidated financial statements include the accounts of the Company and
all significant subsidiaries. All significant intercompany transactions and accounts
have been eliminated.

Investments in 20%-t0-50%-held companies and certain unconsolidated sub-
sidiaries that are not material are, with minor exceptions, carried at cost plus the
equity in undistributed earnings, after elimination of unrealized intercompany profits.
Cash Equivalents
All highly liquid investments, including time deposits, are considered to be cash
equivalents.

Short-Term Investments and Investments and Advances

Available-for-sale securities are carried at fair market value, with the unrealized
holding gains and losses, net of tax, reported in other comprehensive income. For
the purpose of computing gains and losses on securities sold, the cost of these
securities is determined by the maving average method. Held-to-maturity securities
are recorded at amortized cost. Securities that do not have readily determinable
fair values are recorded at cost.

Translation of Foreign Currencies

Receivables and payables denominated in foreign currencies are translated at
the exchange rates in effect at the respective balance sheet date, and related
transaction gains or losses are included in the determination of net income.

Assets and liabilities of foreign consalidated subsidiaries and affiliates and
unconsolidated subsidiaries accounted for on an equity basis are translated into
yen at the exchange rates in effect at the balance sheet date. Operating accounts
are transiated at the average rate of exchange for the period. Translation adjust-
ments result from the process of translating foreign currency financial statements
inta yen. These transiation adjustments, which are not included in the determination
of net income, are reparted in other comprehensive income.

Inventories .

Inventories are stated at the lower of cost or market value. The cost of finished
products and work in process is primarily determined by the average cost method.
The first-in, first-out method is primarily used for other inventories.

Property, Plant and Equipment and Depreciation

Property, plant and equipment, including significant renewals and additions, are
carried at cost. When retired or otherwise disposed of, the cost and related
accumulated depreciation are cleared from the respective accounts, and the net
difference, less any amounts realized on disposal, is reflected in earnings.

Depreciation is principally computed by the declining balance method at rates
based on the estimated useful lives of the assets.

30

Maintenance and repairs, including minor renewals and betterments, are charged

to income as incurred.

Advertising Costs

Advertising costs are expensed as incurred.

Income Taxes

Deferred income taxes reflect the expected future tax consequences of differences
between the tax bases of assets and liabilities and the financial reporting amounts
at the fiscal year-end. Deferred income tax assets and liabilities are measured by
using currently enacted tax rates, and the effect on these deferred income tax
assets and liabilities of a change in tax rates is recognized in income in the pericd
that includes the enactment date.

Derivatives

Effective April 1, 2001, Sanyo adopted Statement of Financial Accounting
Standards {“SFAS") No. 133, “Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 138. These standards require a company to
recognize all derivatives as either assets or liabilities in the balance sheet and to
measure those instruments at fair value. The change in the fair value of a deriva-
tive is recognized in eamings in the period of the change or reported as a component
of other comprehensive income, depending on the intended use of the derivative
and the resulting designation.

As of April 1, 2001, the adoption of these new standards resulted in a cumulative
accounting change that reduced net income by ¥1,777 million, net of tax and
minarity interests of ¥1,047 million, and increased accumulated other comprehensive
loss by ¥807 million, net of income taxes and minarity interests of ¥3,388 million.
Stock-Based Compensation
The Company accounts for employee stock options in accardance with Accounting
Principles Board Opinion (*APB”} No. 25, “Accounting for Stock Issued to Employees.”
See Note 9 for disclosures required by SFAS No. 123, “Accounting for Stock-Based
Compensation,” and SFAS No. 148, “Accounting for Stock-Based Compensation-
Transition and Disclosure,"on the Company's stock options.

Dividends and Net Income per Share and per American Depositary Share
Cash dividends declared subsequent to the balance sheet date and designated as
applicable to earnings of the period are accrued and charged te retained earnings
as of the balance sheet date. Basic income per share is computed by dividing net
income by the weighted average number of common shares outstanding during
gach period. The calculation of diluted income per share takes into account the
dilutive effect of convertible bonds. Dividends and net income per American
Depositary Share are computed on the basis of each American Depositary Share
representing five shares of common stock. The calculation of basic and diluted
income per share is presented in Note 18.

Revenue Recognition

Sanyo recognizes sales when the title has passed to customers, the sales prices are
fixed or determinable, and the collectibility is reasonably assured.

New Accounting Pronouncements

In June 2002, the Financial Accounting Standard Board (“FASB”} issued SFAS No.
148, "Accounting for Costs Associated with Exit or Disposal Activities.” This stan-
dard addresses financial accounting and reporting for costs associated with an exit
or disposal activity. SFAS No. 146 replaces Emerging Issues Task Force (“EITF")
issue No. 94-3 {"EITF 94-3"), “Liability Recognition for Certain Employee
Termination Benefits and Gther Costs to Exit an Activity {including Certain Costs
Incurred in a Restructuring).” The difference from EITF 94-3 is recognition of ligbifi-
ty for costs associated with an exit or disposal activity. SFAS No. 146 requires that
a liability for costs associated with an exit or disposal activity be recognized and
measured initially at fair value only when the liability is incurred and meets the
definition in FASB Concepts Statements, rather than at the date of a commitment
to an exit or disposal plan. Sanyo adopted the standard for exit or disposal activi-
ties that were initiated after December 31, 2002. Adoption of SFAS No. 146 had no
material effect on Sanyo’s financial position or results of operations.

In January 2003, the FASB issued FASB Interpretation No. 46 {"FIN 467) ,
“Consolidation of Variable Interest Entities, an Interpretation of Accounting
Research Bulletin ("ARB") No. 51.” FIN 48 provides guidance on the identification
of, and financial reporting for, entities over which control is achieved through
means other than voting rights; such entities are known as variable interest enti-
ties ("VIEs"). FIN 46 applies to new entities that are created after the sffective
date, as well as to existing entities. For VIEs created before February 1, 2003, the
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recognition and measurement provisions of FIN 46 are effective for Sanyo after
June 15, 2003, while for VIEs created after January 31, 2003, the recognition and
measurement provisions of FIN 46 are effective immediately. Sanyo has not deter-
mined the effect of adopting FIN 46.

In January 2003, EITF reached a final consensus on EITF 03-2, “Accounting for
the Transfer to the Japanese Government of the Substantial Portion of Employee
Pension Fund Liabilities.” Upcn this accounting, the different amount between the
fair value of the benefit abligation and the assets to be transferred to the govern-
ment should be accounted for and separately disclosed as a subsidy. On February
17,2003, the Company and certain consolidated subsidiaries were approved by the
government for an exemption from the obligation to pay benefits for future
employee service in connection with the substantial portion. The Company will
submit the further application for the obligation related to past employee service.
After approval of the application by the government, the Company will transfer the
obligation related to the past employee service and the portion of the assets speci-
fied under the Welfare Pension Insurance Law. Sanyo has not determined the
impact of the transfer on its consolidated financial statements.

1 INVENTORIES
Inventories at March 31, 2003 and 2002 comprised the fallowing:

ﬂ UNITED STATES DOLLAR AMOUNTS

The dollar amounts included in the consolidated financial statements and notes
thereto for the year ended March 31, 2003 represent the arithmetical results of
translating yen to dollars on the basis of ¥120 = US$1, the approximate effective
rate of exchange at March 31, 2003.

The inclusion of such dollar amounts is solely for convenience and is not intend-
ed to imply that assets and liabilities have been or could be readity converted,
realized or settled in dollars at ¥120 = US$1 or at any other rate.

[E} FINANCE RECEIVABLES

In accordance with generally recognized trade practice, finance receivables at
March 31, 2003 included installment receivables of ¥25,750 million (214,583
thousand) from customers, of which ¥15,764 million {($131,367 thousand) matures
after one year.

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
Finished products ¥175,009 ¥220,054 $1,458,408
Work in process 78,203 89,056 651,692
RBW MBLBIIAIS ...oov vt ettt et s ae ettt e sttt e ee e 88,014 95,578 733,450
¥341,226 ¥404,688 $2,843 550
ﬂ INVESTMENTS AND ADVANCES
Summarized financial information of affiliates that are accounted for by the equity method is as follows:
Millions Thousands of
of Yen U.S. Dollars
At March 31, 2003 and 2002 2003 2002 2003
Current assets ¥ 85151 ¥153,175 $ 709,592
Noncurrent assets . 56,990 87,851 474,917
TOTAI @SSES ... vttt ettt R s8R b Lo 14214 241,026 1,184,509
CUITENT HBDITEIES oottt . 69,741 112,254 581,175
Noncurrent liabilities 31,067 88,564 258,892
Total liabilities 100,808 200,818 840,067
Net assets ¥ 41,333 ¥ 40,208 $ 344,442
Sany0's INVESTMENT IN BTIHATES ...t ees ettt ¥ 25,553 ¥ 22936 $ 212,952
Number of affiliated companies at end of fiscal period:
[TV AP oo et R R e 17 17
DULSIAR JBDBN oo ettt et 9
Millions Thousands of
of Yen U.S. Dollars
Years ended March 31, 2003, 2002 and 2001 2003 2002 2001 2003
Results of operations:
Net sales ... . ¥181170 ¥185,996 ¥277,630 $1,509,750
Net income 1,713 1,694 2,760 14,275
Sanyo's equity in affiliates:
NBEINCOME ...ttt ettt et s ¥ 1598 ¥ 1,094 ¥ 825 $ 13317
CASN QIVITBNEAS .ottt e 345 489 301 2,875
Transactions with affiliates:
¥ 30,705 ¥ 53,570 ¥117.734 $ 255875
33,618 37,397 49,567 280,150
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The aggregate carrying amount and market value of investments in affiliates (for which a quoted market price is available) at March 31, 2003 and 2002 were as follows:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
CATTYING BIMOUNT ..ottt ss ettt ss 2ot hb 1 bS8+ b s 18420 e s et ¥8,139 ¥7,894 $67,825
IBIKEE VEIUE ...ttt h ettt s bt ettt 6,709 6,517 55,908

I3 INVESTMENTS IN DEBT AND EQUITY SECURITIES

Investments in debt and equity securities included in short-term investments {current assets) and in investments and advances—other {noncurrent assets} at March 31, 2003
and 2002 are summarized as follows.

Millions of Yen
2003 2002
Gross Grass - Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Fair Value Gains Losses Cost Fair Value Gains Losses
Available-for-sale:
Debt securities ..o, ¥ 18,651 ¥ 18211 ¥ 36 ¥ 416 ¥ 70644 ¥ 70,553 ¥ 42 ¥ 133
Equity securities 89,205 72,854 4,976 21,327 180,801 136,086 5897 50,612
¥107,856 ¥ 91,125 ¥5,012 ¥21,743 ¥251,445 ¥206,639 ¥5939 ¥50,745
Held-to-maturity: :
Debt SECUMTIBS ..ovvvoever e e 27,619 21,393 29 255 5,721 5,615 6 112
27,619 27,393 29 255 5,721 5,615 6 112
Total investments in debt and equity securities ......... ¥135,475 ¥118,518 ¥5,041 ¥21,998 ¥257,166 ¥212,254 ¥5,945 ¥50,857
Thousands of U.S. Dollars
2003
Gross Gross
Amortized Unrealized Unrealized
Cost Fair Value Gains Losses

Available-for-sale:
Debt securities
Equity securities

$ 155425 $152,258 $ 300 $ 3467
743,315 607,117 41,467 171,125
$ 898,800 $759,375 $41,767 $181,192

Held-to-maturity:

Debt SECUMtIBS ..o 230,158 228,275 242 2125
230,158 228,275 242 2,125
Total investments in debt and equity securities ........... $1,128,958 $987,650 $42,009 $183,317

Contractual maturities of investments in debt securities classified as available-for-sale securities and held-to-maturity securities at March 31, 2003 are summarized as follows:

Millions of Yen Thousands of U.S. Dollars
Available-for-sale Held-to-maturity Available-for-sale Held-to-maturity

Amartized Amortized Amortized Amartized
Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value
Due within 1 year ... ¥10,263 ¥10,293 ¥19,027 ¥19,028 $ 85,525 $ 85,775 $158,558 $158,567
Due after 1 year through 5 years 102 101 1,000 991 850 842 8,333 8,258
Due after SYBAMS oo e 8,286 7,877 7,592 7,374 69,050 65,641 63,267 61,450
¥18,651 ¥18,271 ¥27,618 ¥77,393 $155,425 $152,258 $230,158 $228,275

The proceeds from the sale of available-for-sale securities for the years ended March 31, 2003, 2002 and 2001 were ¥7,004 million ($58,367 thousand), ¥11,863 million and
¥28,028 million, respectively. The gross realized gains and losses on those sales were ¥829 million ($6,908 thousand) and ¥3,662 million {$30,517 thousand), respectively, for
the year ended March 31, 2003, ¥3,465 million and ¥1,377 million, respectively, for the year ended March 31, 2002 and ¥7,589 million and ¥7,334 million, respectively, for the
year ended March 31, 2001.
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SHORT-TERM BORROWINGS AND LONG-TERM DEBT

Short-term bank loans, which are principally uncollateralized, included bank overdrafts and trade acceptances payable of foreign subsidiaries.

The amount of unused lines of credit was approximately ¥731,000 million ($6,091,667 thousand) at March 31, 2003.

Short-term borrowings at March 31, 2003 and 2002 consisted of the following:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
Short-term bank loans with interest ranging from 0% to 5.60%
and from 0% to 7.225% at March 31, 2003 and March 37, 2002, reSPECHIVEIY ..........vveeeieereieieeerieree s - ¥343,596 ¥414 410 $2,863,300
Commercial paper with interest ranging from 0.02% t0 1.67%
and from 0.05% to 2.198% at March 31, 2003 and March 31, 2002, reSPECHIVEIY ......cvvvrveriereieciee oo 63,702 50,065 530,850
¥407,298 ¥464 475 $3,394,150
Long-term debt at March 31, 2003 and 2002 consisted of the following:
Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
Loans, principally from banks and insurance companies, due 2003 to 2015 with interest rates ranging from 0% to 12.00%
and due 2002 to 2015 with interest rates ranging from 0% to 13.50% at March 31, 2003 and March 31, 2002, respectively:
COMBLETBIIZEA (@) ..o s ¥ 15,264 ¥ 17,612 $ 127,200
UNCONBLEANZEA ......... oo o b et 382,936 363,459 3,191,133
Uncollateralized convertible yen bonds {b}:
1.7% convertible bonds dug November 2002 .....cc..coovoove e e — 5,653 —
1.6% convertible bonds dug NOVEMBEr 2004 ..o b e 49,898 49,898 415,816
0.8% convertible bonds dug March 2004 ... e 431 961 -3,591
Uncollateralized convertible euroyen bonds:
0% bonds issued by a consolidated subsidiary due March 2009 ..o 5122 — 42,683
Uncollateralized bonds {b):
2.625% bonds due September 2002 .. — 20,000 —
2.825% baonds due September 2003 .. 20,000 20,000 166,667
3.10% bonds due May 2007 ......ccoovoirei oo 20,000 20,000 166,667
3.35% bonds due May 2009 ..o 30,000 30,000 250,000
1.550% bonds due June 2003 ... 10,000 10,000 83,333
1.925% bondS QUE JUNE 2005 ... vttt e 20,000 20,000 166,667
2.325% BONAS dUe JUNE 2008 ... s et 20,000 20,000 166,667
1.33% bonds due August 2005 .. 20,000 20,000 166,667
1.82% DbONdS AUE AUGUST 2007 ......oooeeeeeeeeeeeeeee e et 30,000 30,000 250,000
0.78% bonds due May 2007 30,000 -— 250,000
1.25% bonds due May 2009 20,000 — 166,667
2.4% bonds issued by a consolidated subsidiary due JUng 2005 ............ccooovvvieiriereie s 5,000 5,000 41,667
0% bonds issued by a consolidated subsidiary due September 2002 ... rsessse s sess s enssssssesesessseas — 5,000 —
1.75% bonds issued by a consolidated subsidiary due April 2002 .. — 10,000 —
1.63% bonds issued by a consolidated subsidiary dug JUly 2004 ...........ccocoiiiniiciii e 5,000 5,000 41,667
1.63% bonds issued by a consolidated subsidiary dug JUly 2004 ..............ccoorvviiriorrrin i 5,000 5,000 41,667
2.00% bonds issued by a consolidated subsidiary due November 2006 .. 5,000 5,000 41,667
2.00% bonds issued by a consolidated subsidiary due November 2006 ..o 5,000 5,000 41,667
2.42% bonds issued by a consolidated subsidiary due March 2010 ..o, 15,000 15,000 125,000
1.07% bonds issued by a consolidated subsidiary due Aprit 2003 ......cc....cc.c..... 10,000 10,000 83,333
0.80% bonds issued by a consolidated subsidiary due April 2004 ................... .. 10,000 10,000 83,333
0.79% bonds issued by a consolidated subsidiary due September 2005 ..........c...cooervii e 3,000 — 25,000
136,651 702,583 6,138,759
L8S5S: AMOUNT TQUB WItRIN ONB YBAT ......ooveooeeeece et e v st bttt 153,095 154,963 1,275,792
¥583,556 ¥547,620 $4,862,967

{a) These loans are collateraized by property, plant and equipment belonging to the Company's subsidiaries.

{b) The Company and certain subsidiaries may not pledge their property or assets for any future borrowings without granting the same or equivalent collateral to the bondholders.
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Substantially all of the uncollateralized loan agreements permit the lender to require collateral or guarantars for such loans.

The aggregate annual maturities of long-term debt at March 31, 2003 are as follows:

Millions Thousands of
Years ending March 31 of Yen U.S. Dollars
$1,339,575
922,067
682,692
1,002,975
915,658
$4,862,967
Under the terms of the agreements of the convertible debt outstanding at March 31, 2003, redemption and conversion options are as follows:
Redeemable Current Conversian
On or After Price Range Price per Share
Convertible ven bonds:*
1.6% convertible bonds dug NOvember 2004 ..........ccooo..er oo Dec. 1, 2002 101%—-100% ¥1,036.00
0.8% convertible bonds issued by a cansolidated subsidiary due March 2004 ..., Mar. 31, 2004 100% ¥1,381.90
Convertible euroyen bonds:*
0% convertible bonds issued by a consolidated subsidiary due March 2008 ........cc..co.oovevievioecee s Apr. 15, 2002 106%—-100% ¥2,980.00

*May be repurchased at any time on the open market

As of March 31, 2003, the number of shares of common stock required to convert all of the convertible debt was 48,164 thousand shares.

ﬂ SEVERANCE AND PENSION PLANS

Employees who terminate their service with the Company or its principal domestic subsidiaries are, under most circumstances, entitled to lump-sum severance indemnities
determined by reference to current basic rates of pay, length of service and conditions under which the terminations occur. Fifty percent of the severance indemnities payable
when an employee retires at his or her designated retirement age under the regulations of the Company and its principal domestic subsidiaries are paid as an annuity orin a
lump sum from a pension plan, which was established pursuant to the Japanese Welfare Pension Insurance Law (JWPIL). In accordance with the JWPIL, a portion of the govern-
ment’s social security pension program, to which the employer and employees contribute nearly equal amounts, is contracted out to these companies. The companies add to the
plan their own noncontributory pension plans. On November 1, 1993, another noncontributory pension plan was established to cover 20% of the severance indemnities
payable.

Certain consolidated U.S. subsidiaries have a defined contribution retirement plan called the Sanyo Retirement Savings Plan. The plan covers ali eligible full-time employees
who elect to participate with one year of service or more.

The Company and its principal domestic subsidiaries provide for lump-sum severance benefits with respect to directors and corporate auditors. While the Company has no
legal obligation, it is customary practice in Japan to make lump-sum payments to a director or a corporate auditor upon retirement. Annual provisions are made in the accounts
for the estimated cost of this termination plan, which is not funded.
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The following table sets forth the changes in benefit obligation, plan assets and funded status of the Company and its principal domestic subsidiaries at March 31, 2003 and 2002:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
Change in benefit obligation:
Benefit obligation at beginning of year ¥586,319 ¥523,116 $4,885,992
Service cost 23,902 20,428 199,183
Interest cost 20,349 20,699 169,575
Plan participants’ contributions 3.4%0 4,026 29,083
Plan amendment — (4.967) —
Actuarial fosses 34,488 51,592 287,400
Benefits paid (40,316) {28,575) (335,967)
Benefit obligation at end of year 628,232 586,319 5,235,266
Change in plan assets:
Fair value of plan assets at beginning of year . 260,244 262,250 2,168,700
Actual return on plan assets (29,522} {14,306) (245,017)
Employer contributions 19,756 21,908 164,634
Plan participants’ contributions ... 3,490 4,026 29,083
Benefits paid {12,508) {13,634) (145,900}
Fair value of plan assets at end of year 236,460 260,244 1,970,500

Funded status:
Benefit obligation in €XCESS O PIAN @SSELS ...t st st 391,772 326,075 3,264,766

Unrecognized net transition obligation at date of adoption (2,195) (3,018) {18,292)
Unrecognized prior service cost 12,482 j2.811 104,017
Unrecognized actuarial loss (282,547) (221,070 (2,354,558)
Net amount recognized 119,512 114,798 995,933
Reconciliation to accrued pension liability:

Amount included in accumulated other comprehensive income, gross of tax . 184,086 118,060 1,534,050
Accrued pension liability recognized in the consolidated balance sheets ¥303,598 ¥233,858 $2,529,983

Severance and pension costs of the Company and its principal domestic subsidiaries included the following components for the years ended March 31, 2003, 2002 and 2001:

Millions Thousands of
of Yen U 3. Dollars
2003 2002 2001 2003
SBIVICE COST vt ettt 088t st ¥23,902 ¥20,428 ¥22,169 $199,183
Interest cost 20,349 20,899 19,917 169,575
Expected return on plan assets (9,068) (10.470) {11,107) (75,567}
Amortization:
Net transition obligation at date 0f BUOPLION ...o.o.ivvvveeeeer et s 824 824 824 6,867
Prior service cost {329) 187 847 {2,742)
Actuarial losses 10,829 6,117 2525 90,242
INet PEIOIC BENEIE COST .......vvererecie ittt ¥45,507 ¥37,785 ¥35,175 $387,558
Assumptions used in accounting for the defined benefit plans for the years ended March 31, 2003, 2002 and 2001 are as follows:
' 2003 2002 2001
Discount rate 2.75-3.0% 3.0-35% 3.0-4.0%
Long-term rate of salary increase 2.9% 29% 3.0%
Long-term rate of rEtUM 0N FUNA BSSEES .........iriiiiei et vttt o 3.0-3.5% 3.0-4.0% 3.0-4.0%
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[E STOCK OPTION PLANS

The Company has three stock option plans to provide for grants of options to purchase shares of comman stock for all its directors, officers and certain key employees. The
2002, 2001 and 2000 Stock Incentive Plan authorizes the issuance of options to purchase up to 1,800,000, 1,029,000 and 1,053,000 shares of common stock, respectively. The

options granted are vested over two years and are exercisable aver a maximum of two years after the options are vested.
A summary of stock option plan activity for the years ended March 31, 2003, 2002 and 2001 is as follows:

Weighted Average
Number of Exercise Price
Options (Shares) Yen U.S. Dollars
Options autstanding @t ATl 1, 2000 ..ot ettt — —
Granted 1,046,000 ¥977
EXOICISEA oottt — —
CANEEIBA ..ottt s (17,000 977
Options autstanding at March 31, 2001. 1,029,000 g77
Granted 1,029,000 826
Exercised ) — —
Canceled (17.000) 826
Options outstanding at March 31, 2002 2,041,000 902
Granted 1,493,000 558 $4 65
Exercised — — —
Canceled — — —
Options outstanding at March 31, 1 S 3,534,000 ¥757 @
Options exercisable: T
March 31, 2001 — —
March 31, 2002 — —
March 31, 2003 1,029,000 ¥977 $8.14
The following table summarizes information about stack options outstanding at March 317, 2003:
Options Outstanding Options Exercisable
Weighted
Average Weighted Average Weighted .Average
Number Remaining Exercise Price Share Number Exercise Price Share
Range of Exercise Prices Outstanding Contractual Life Yen U.S. Dollars Exercisable Yen UsS. Dollars
Y826 10 ¥77 o e 2,041,000 16 ¥902 $7.52 1,029,000 ¥977 $8.14
Y008 e 1,493,000 20 558 465 — — —
3,534,000 18 ¥757 $6.31 1,029,000 ¥a77 $8.14

The weighted average fair values per share at the date options granted during the years ended March 31, 2003, 2002 and 2001 were ¥113($0.99), ¥223 and ¥295, respectivaly.

The fair value is estimated using the Black-Scholes option-pricing model with the following weighted average assumptions:

2003 2002 2001
Risk-free interest rate 0.29% 0.32% 1.06%
Expected life 4 years 4 years
Expected volatility 41.00% 39.00%
Expected dividend 0.77% 0.61%
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Sanyo Electric Credit Co., Ltd. has a stock option plan to provide for grants of options to purchase shares of common stack for all its directors and certain key employees of
the company. The 2002 Stock Incentive Plan authorizes the issuance of options to purchase up to 350,000 shares of common stock. The options granted are vested over two
years and are exercisable over a maximum of three years after the options are vested.

A summary of stock option plan activity for the year ended March 31, 2003 is as follows:

Number of Weignted Average Weighted Average
Options __ ErercisePrice Remaining
{Shares) Yen U.S. Dollars Contractual Life
Options outstanding at March 31, 2002:
Granted : 329,500 ¥3,104 $25.87
Exercised — — —
Canceled — — — _
Options outstanding at March 31, 2003 329,500 ¥,104 $25.87 3.0

Option exercisable:
March 31, 2003 — — — —

The weighted average fair value per share at the date of grant for options during the year ended March 31, 2003 was ¥781 {36.51). The fair value is estimated using the
Black-Scholes option-pricing model with the following weighted average assumptions:

2003
Risk-free interest rate.... 0.42%
Expected life 5years
Expected volatility ... 37.50%
Expected dividend ... 1.11%

Pro Forma Fair Value Information

Sanyo has elected to account for its stock option plan under APB No. 25, as SFAS No. 123 permits a company in determining its net income to continue to apply APB No. 25
to its stock-based compensation arrangement. Under APB No. 25, no compensation expense is recognized because the option exercise price is not lower than the fair market
price of the common stock on the date of grant. Had compensaticn expense been determined as prescribed by SFAS No. 123, Sanyo's pro forma net income and earnings per
share for the years ended March 31, 2003, 2002 and 2001 would have been as follows:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2001 2003
Income (loss} before cumulative effect of accounting change, as reported ............coo..ooecvieieinercnnecrccnerenns ¥72,817) ¥2,904 ¥42,201 $(606,808)
Deduct: Total stock-based employea compensation expense determined under fair value based
method for all awards, net of related tax ffBCLS ... s {259) {238) (113) (2,159)
Pro forma income {loss) before cumulative effect of accounting change (73,076} 2,668 42,088 (608,967)
Cumulative effect of accounting change — (1177) — —
PrO FOMME NBEINCOME {L0SS) 1ov.vo v e e v et ess s rense e ¥(73,076) Y1491 ¥42,088 $(608,967)
Yen U.S. Dallars
2003 2002 2001 2003
Basic income per share:
income {loss) before cumulative effect of accounting change:
AS TEPOMET ..ot et ¥(39.1} ¥15 ¥228 $(0.326)
PO BOIMIE oottt ettt e e (39.2) 14 225 (0.327)
Net income {loss):
As reported 09 228 (0.326)
Pro forma ..... 08 225 {0.327)
Diluted income per share:
Income {loss) before cumulative effect of accounting change:
ASTEPOMEA oot cr e ts s e st R (39.1) 15 22.1 (0.326}
L (oI 41 [OOSR UOU OOt {39.2) 14 221 {0.327)
Net income {loss):
As reported 0.9 221 (0.326)
Pro forma 08 221 (0.327)
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m COMMITMENTS AND CONTINGENT LIABILITIES

Substantially all of Sanyo's rental expenses relate to operating leases for office space, warehouses, etc. Such leases are customarily renewed; however, total rental expenses
are not significant. Commitments cutstanding at March 31, 2003 for purchase of property, plant and equipment approximated ¥3,467 million ($28,892 thousand).

Contingent liabilities at March 31, 2003 for notes discounted in the ordinary course of business, consumer loans guaranteed by a financing subsidiary and other loans guar-
anteed amounted to ¥1,787 million ($14,892 thousand), ¥108,185 million ($884,875 thousand) and ¥71,453 million {$595,492 thousand), respectively. No material foss is antici-
pated by management as a result of these discounted notes and guaranteed loans.

The Company and its subsidiaries are defendants in several lawsuits. In the opinion of management, these lawsuits are without merit and will not materially affect Sanyo’s
operations or financial position.

E] FINANCIAL INSTRUMENTS

Sanyo used the following methods and assumptions to estimate the fair value of each class of financial instruments for which it is practicable to estimate such a value:
{a} Cash and cash equivalents, trade and finance receivables, short-term borrowings and trade payables
The carrying amount approximates fair value because of the short maturities of these instruments.
{b) Short-term investments
The fair value of short-term investments is estimated based on quoted market prices. (See Note 6.)
(c) Investments and advances
The fair value of certain investments is estimated based on quoted market prices. For other investments which have no quoted market prices, a reasonable estimate of fair
value cannot be made without incurring excessive costs. (See Note 6.
{d} Long-term debt
The fair value of long-term debt is estimated based on quoted market prices or the present value of future cash flows using an appropriate current discount rate.
(e} Foreign currency exchange forward contracts
The fair value of foreign currency exchange forward contracts is estimated by obtaining quotes from brokers.
() Interest rate and currency svap agreements
The fair value of interest rate and currency swap agreements is estimated based on discounted cash flows using current interest and exchange rates.

Sanyo does not hold or issue any financial instruments for trading purposes.

Although Sanyo may be exposed to losses in the event of nonperformance by counterparties or interest and currency fluctuations, it does not anticipate significant losses from
the arrangements previously described.

The estimated fair values of financial instruments as of March 31, 2003 and 2002 are as follows:

Millions of Yen Thousands of U.S. Dollars
2003 2002 2003
Cartying Fair Carrying Fair Carrying Fair
Amount Value Amount Value Amount Value
Nonderivatives:
Liabilities:
LONG-TErM ABDT ... s ¥583,556 ¥672,798 ¥547 620 ¥621,801 $4,862,967 $5,606,650

The estimated fair value amounts have been determined using available market information and appropriate valuation methodologies. Considerable judgment is required to
develop estimates of fair value. Accordingly, the estimates presented herein may not be indicative of the amounts that could be realized in the current market. The use of dif-
ferent market assumptions or valuation methodologies may have an effect on the estimated fair value amounts.
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m DERIVATIVES AND HEDGING

Risk management policy

Sanyo operates, manufactures and selis electronic products and provides certain financial services in various locations around the world. Sanyo’s activities expose it mainly to
risks related to the effects of changes in foreign currency exchange rates and interest rates. Derivatives are held in accordance with the formally documented risk management
program. Sanyo utilizes certain derivatives to manage its foreign currency and interest risk exposure, including forecasted transactions. Sanyo holds derivatives for purposes
other than trading.

Foreign currency exchange risk management

Sanyo maintains a foreign-currency risk management strategy in which derivatives are used to minimize exposure and to reduce risk from exchange rate fluctuations. Foreign
forward contracts and foreign currency swaps are not designated and qualified as hedge transactions since they do not meet the requirements for hedge accounting. Changes in the
fair value of these contracts and the foreign currency translation gain or foss arising from denominated net foreign currency assets and liabilities are reported as foreign curren-
cy transaction gains or losses in the consolidated statements of income.

Interest rate risk management
Sanyo maintains an interest rate fisk management strategy in which derivatives are used to reduce risk from interest rate fluctuations. Sanyo's goals are to manage interest rate
sensitivity by modifying the characteristics of its debt and to lower the cost of its borrowing rates where possible.

Fair value hedges
Sanyo uses interest rate swaps to convert a portion of its nonprepayable fixed-rate debt into floating-rate debt. The resulting cost of funds is lower than it would be if floating-
rate debt were issued directly. Under an interest rate swap contract, Sanyo agrees with other parties to exchange the difference between fixed-rate and floating-rate interest
amounts calculated based on an agreed-upon notional amount. ‘

The fair value of derivatives and changes in the fair value of the underlying hedged items are reported in the balance sheets. Changes in the fair value of these derivatives
and underlying hedged items are generally offset and are recorded in each period as an interest expense. There were no transactions that ceased to qualify as fair value
hedges for the year ended March 31, 2003.

Cash flow hedges
Sanyo has entered into pay fixed, receive floating interest rate swaps to hedge the interest rate exposure of future interest payments.

For these cash flow hedge transactions, the fair values of the derivatives are recorded in the balance sheets. The effective portion of changes in the fair values of these
derivatives are first recorded in other comprehensive loss and are then reclassified as an interest expense in the period in which earnings are impacted by the hedged items.
There were no transactions that ceased to qualify as cash flow hedges for the year ended March 31, 2003. The ineffective portions recorded as an interest expense in the cur-
rent period were not material. Assuming that the market rate remains the same as the rate at March 31, 2003, a ¥471 miition {$3,925 thousand) loss, included in other compre-
hensive loss, net of taxes and minority interests of ¥1,028 million ($8,567 thousand), is expected to be recognized in earnings over the next twelve months. The maximum term
over which Sanyo is hedging exposure to the variability of cash flows is eight years.

[E] STOCKHOLDERS' EQUITY

Under the Commercial Code of Japan {the "Code”), the entire amount of the issue price of new shares issued upon conversion to common stack of convertible debt is required
to be capitalized as stated capital, although the Company may, by resolution of its Board of Directors, capitalize an amount not exceeding one-half of the issue price of the new
shares as additional paid-in capital.

The Code provides that an amount equivalent to at least 10% of cash appropriations of retained earnings be appropriated as a legal reserve until the aggregated amount of
additional paid-in capital and the legal reserve equals 25% of a company's stated capital. The legal reserve of Sanyo, amounting to ¥35,336 million ($294,467 thousand) and
¥34,940 million, was included in retained earnings at March 31, 2003 and 2002, respectively.
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L] INCOME TAXES

Sanyo is subject to a number of different income taxes which, in aggregate, indicated a statutary income tax rate in Japan of approximately 42% for the years ended March 31,
2003, 2002 and 2001.

As a result of the Japanese Tax Reform Acts, enacted on March 31, 2003, the Companies’ statutory income tax rate for the year ending March 31, 2005 will be decreased to
40.5%. The deferred tax assets and liabilities (non-current) at March 31, 2003 were adjusted to reflect the revised tax rates.

Reconciliations of the difference between the statutory income tax rate and the effective incoms tax rate for the years ended March 31, 2003, 2002 and 2001 are as follows:

2003 2002 2001
SEATUTONY INCOME TAX TATE ...oeivooe ettt e e 11281 h b 42.0% 42.0% 42.0%
(Decrease) increase in taxes resulting from:
CHANGE I VAIIALION BIIOWENCE ..o oot {10.6) 538 (6.6}

Effect of change in statutory tax rate

Expenses not deductible for tax purposes 14.3 08
Tax credits 0.1 (7.5) (1.5)
Differences in statutory tax rates of foreign subsidiaries 1.7 (46.6) {3.2}
Other (8.8} 17.1 4.0

Effective income tax rate 16.0% 72.9% 35.5%

The significant components of deferred income tax assets and deferred income tax liabilities at March 31, 2003 and 2002 are as foliows:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2003
Deferred income tax assets:

Accrued PENSION @NG SBVEIENCE COSES ....vvvivreeireeceieseveee e e stseseses s ess e e bt s s s s nes s e s e e rsss s ¥110,254 ¥ 83,628 $ 918,784
Accrued expenses 10,891 19,630 90,758
Operating loss carryforwards ... 35175 31,161 293,125
Inventories 4,626 4,907 38,550
Allowance for doubtful accounts 11,936 8,264 99,467
Praperty, plant and equipment 9,081 7,636 75,675
Enterprise taxes 1,088 1,036 9,067
Long-term investments 47,19 31,185 397,658
Other 22,313 15,325 185,941
Gross deferred incoms tax assets ... 253,083 202,773 2,109,025
Less, valuation allowance (25,360} (28,028) (211,333)

Total deferred income tax assets 221,723 174,745 1,897,692

Deferred income tax liabilities:

DEIBITEA INCOIME .....ovoveoes et et s o3 bs s bt n st ns s eres (9,287} {7,927) (72,391)
Deferred expenses (371} (5086) (3,092)
Other (1,067} {1,947) (8,892)
(10,725) (10,380) {89,375)

¥216,998  ¥164,365 $1,808,317

Net changes in the total valuation allowance for the years ended March 31, 2003 and 2002 were a decrease of ¥2,668 million ($22,233 thousand) and an increase of ¥2,446 mil-
lion, respectively.

Operating loss carryforwards of consolidated subsidiaries at March 31, 2003 amounted to approximately ¥86,673 million {$722,275 thousand) and are available for offset
against future taxable income of such subsidiaries. These will expire mainly in the periods from 2004 through 2047.

m RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses for the years ended March 31, 2003, 2002 and 2001 were ¥120,833 million ($1,006,342 thousand}, ¥107,044 million and ¥108,842 million,
respectively.
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m (LOSS) INCOME PER SHARE
{Loss) income per share for the years ended March 31, 2003, 2002 and 2001 is as follows:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 200 2003
Basic income per share calculation:
Income {numerator):
NEL{TOSS) INCOME ..o et et ¥(72,817) ¥1,727 ¥42,201 $(606,808)
Shares, thousands (denominator):
Weighted average number of shares ................ 1,863,198 1,870,510 1,871,376
Basic (loss} income per share {yen and U.S. dollars) ¥ (39.1) ¥ 08 ¥ 226 $ (0.326)
Diluted income per share calculation:
Income {numerator):
Net (10SS) INCOME oo ¥(72,817) ¥1,727 ¥42,201 $(606,808)
Interest on convertible bonds, net of tax...... — — 517 —
AJUSTEA NBT (1088 INCOMIE .....ve sttt seee et oo sen e es st ¥(72,817) ¥1,727 ¥42.718 $(606,808)
Shares, thousands (denominator):
Weighted average nUMBET Of SNAES ..o s 1,863,198 1,870,510 1,871,376
Assumed conversion of convertible bonds — — 57,590
Adjusted weighted average number of shares 1,863,198 1,870,510 1,928,966
Diluted (loss) income per share (yen and U.S. dOIATS).......c..ccoooviriiviiineiiieie e e ¥ (391) ¥ 09 ¥ 221 $ (0.326)

The calculation of the weighted average number of shares for diluted income per share for the years ended March 31, 2003 and 2002 did not include incremental shares of

48,146 thousand and 57,586 thousand, respectively, from assumed conversions of convertible bonds since their effects were antidilutive.

The matter that can potentially dilute income per share in the future is the increase of shares of common stock not only by the conversion of convertible bonds but also by

the exercise of stack option plans.

m SUPPLEMENTARY CASH FLOW INFORMATION

Supptementary information relating to the statements of cash flows for the years ended March 31, 2003, 2002, and 2001 is as follows:

Millions Thousands of
of Yen U.S. Dollars
2003 2002 2001 2003
Supplemental disclosures of cash flow information:
Cash paid during the period for:
INterest ....cooooovviverie, . ¥16,698 ¥21,405 ¥24,307 $139,150
Income taxes 25,062 27,513 37,154 208,850
Conversion of convertible bonds issued by a consolidated subsidiary 2 205 502 17
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REPORT OF INDEPENDENT AUDITORS

PRICEWATERHOUSE(QOPERS

To the Stockholders and the Board of Directors
SANYO Electric Co., Ltd.

We have audited the accompanying consolidated balance sheets of SANYO Electric Co., Ltd. and Subsidiaries at March 31, 2003 and 2002
and the related consolidated statements of income, stockholders’ equity and cash flows for each of the three years in the period ended
March 31, 2003, all expressed in yen. These financial statements are the responsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

The information relating to segments of a business enterprise required to be disclosed in financial statements by Statement of Financial
Accounting Standards No. 131 under accounting principles generally accepted in the United States of America is not presented in the
accompanying financial statements.

In our opinion, except for omission of the information as discussed in the preceding paragraph, the financial statements referred to above
present fairly, in all material respects, the consolidated financial position of SANYO Electric Co., Ltd. and Subsidiaries at March 31, 2003 and
2002 and the consolidated results of their operations and their cash flows for each of the three years in the period ended March 31, 2003, in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, SANYO Electric Co., Ltd. and Subsidiaries changed the method of accounting
for derivative instruments and hedging activities for the year ended March 31, 2002.

Osaka, Japan
June 20, 2003
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CORPORATE DIRECTORY

BOARD OF DIRECTORS AND CORPORATE AUDITORS i

{As of June 27, 2003}

Executive Directors  Directors
Chairman TNobuaiﬂ’L(uma;(gm
Satoshi lue omoyo on.a a

) Louis E. Lataif
President Sadao Kondo
Yukinori Kuwano Sunao Okubo
Executive Directors Hiromato Sekino
Toshimasa lue Eiji Kotobuki
Yoichiro Furuse Tadahiko Tanaka

Corporate
Executive Auditors
Ryota Tominaga
Takeshi Inoue

Corporate Auditors
Sotoo Tatsumi
Hiroshi Toda

{As of June 27, 2003}

Chairman & CEQ
Satoshi lue

President & COO
Yukinori Kuwano
Executive

Vice President &
cMo

Toshimasa lue
Executive

Vice President &
CFO

Yaichiro Furuse

Executive Officers  Officers
Sunao Ckubo Akira Kan Itsuo Nakamura
Hiromoto Sekino  Akiyoshi Takano  Keiichi Yodoshi
Eiji Kotobuki Tedao Shimada  Kenzo Kurokawa
Tadahiko Tanaka  Shosaku Kurome Yoshio lwasa
Senior Officers  167U0 Tabata Nobuaki Matsucka
Yasusuke Tanaka Mitsuru Honma  Takuya Kobayashi
Fusao Terada Shinichi Miki Tsutomu Nozaki
Satoshi Inoue Hideo Yamase ~ Michihiro Shigeta
Osamu Kajikawa Toshiaki lue Tsutomu Asano
Hiroshi Ono Takenori Ugari  Kohei Wakayama
Shinya Tsuda Katsuhisa Kawashima

PRINCIPAL CONSOLIDATED SUBSIDIARIES

(As of March 31, 2003)

SANYO Sales & Marketing Corporation
Principal Business: Sales, Export, and Import of
Electrical and Electronic Products

KANTO SANYDQ Semiconductors Co., Ltd.
Principal Business: Manufacture and Sales

SANYO Electric Credit Co., Ltd.

Principal Business: Instaliment Sales, Leasing, and
Financing

Tottori SANYO Electric Co., Ltd.

Principal Business: Manufacture and Sales of
Electronic Parts

Niigata SANYO Electronic Co., Ltd.
Principal Business: Manufacture and Sales
of Semiconductors

SANYO Electric Air Conditioning Co., Ltd.

of Semiconductors

SANYO Electric Commercial Equipment Co., Ltd.

Principal Business: Sales and Installation of
Refrigerators/Freezers and Kitchen Appliances

SANYO Semicon Device Co., Ltd.

SANYQ Manufacturing Corporation
Principal Business: Manufacture and Sates of Color
TVs and Others Products

SANYO Energy (U.S.A.) Corporation
Principal Business: Manufacture and Sales of

Batteries

SANYO Electric (Hong Kong) Limited

Principal Business: Sales of Electrical Equipment

SANYO Semiconductor (H.K.) Co., Ltd.
Principal Business: Sales of Semiconductors

Principal Business: Manufacture and Sales of Air
Conditioners

SANYOQ Telecommunications Co., Ltd.
Principal Business: Manufacture, Sales, and
Installation of Telecommunications Equipment

Principal Business: Sales of Semiconductors

SANYO North America Corporation
Principal Business: Sales of Electrical Equipment
and Local General Businesses

{The Company has a total of 117 consolidated subsidiaries—
57 in Japan and 80 overseas.)

PRINCIPAL OVERSEAS SUBSIDIARIES AND AFFILIATES

% Manufacturing Companies
@ Sales Companies
B Other Companies

NORTH AMERICA

% SANYQ Laser Praducts, Inc., Richmond, Indiana,
USA

% SANYO E & € Corporation, San Diego, California,
USA.

* SANYO Energy {U.S.A.) Corporation, San Diego,
Catifornia, U.S.A.

% SANYO Video Components (U.S.A.) Corporation,
San Diego, California, U.S.A.

Y Solec International, Inc., Carson, California, U.S.A.

* SANYO GS Soft Energy USA Inc., frvine,
California, U.S.A.

* SANYO Manufacturing Corporation, Forrest City,
Arkansas, U.S.A.

* MABE SANYO Compressors S.A. de C.V., Sanfuis
Potosi, Mexico

@ SANYO Semiconductor Corporation, Allendale,
New Jersey, U.S.A.

@ SANYO Semiconductor Distribution (USA)
Corporation, Norwood, New Jersey, U.S.A.

® SANYO Canada Inc., Concord, Ontario, Canada

|As of March 31, 2003)

M SANYO Electric Finance (USA) Corporation, New
York, New York, U.S.A.

M Three Oceans Inc., New York, New York, US.A.

B SANYO Automotive U.S.A., Inc., Detroft,
Michigan, U.S.A.

B SANYQ North America Corporation, San Diego,
California, U.S.A.

W SANYO Customs Brokerage, Inc., San Diego,
California, U.S.A.

W SANYO Logistics Corporation, Torrance,
California, U.S.A.

M SANYO Energy, S.A. de C.V., Tijuana, Mexico

B SANYO Customs Brokerage S.A. de C.V., Tijuana,

Mexico

B SANYO Video Components S.A. de C.V., Tijuana,
Mexico

SOUTH AMERICA

W NEWSAN S.A., Buenos Aires, Argentina
 SANYQ da Amazbnia S.A., Manaus, Brazil

EUROPE

% SANYQ Energy {Europe) Corporate GmbH,
Miinchen, Germany

J SANYO Industries (U.K.} Limited, Lowestoft,
United Kingdom

* SANYO Gallenkamp PLC, Loughborough, United
Kingdom :

Y SANYQ Espafia, S.A., Barcelona, Spain

Y SANYQ Hungary Kft., Lérrach, Hungary

* Dioss Nyfany a.s., Nyfany, Czech Republic

% SANYQ Argo Clima S.r.1., Gallarate, Italy

@ SANYD FISHER Sales (Europe) GmbH. Minchen,
Germany

@ SANYQ Biiro-Electronic Europa-Vertrieh GmbH,
Miinchen, Germany

@ SANYQ Semiconductor (Europe) GmbH,
Schwalbach, Germany

@ SANYQ Energy (UK) Company Limited, Heme/
Hempstead, United Kingdom

@ SANYQ Speachtek Limited, Watford, United
Kingdom

@ SANYQ Gallenkamp B.V., Breda, Netherlands

@ SANYQ Airconditioners Europe S.r.l., Milano, Italy

@ SANYO Portugal Electronica S.A., Aio de Mouro,
Portugal

B SANYO Europe Ltd., Watford, United Kingdom

M SANYO Electric international Finance {UK) PLC,
Watford, United Kingdom
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B SANYO Electric Finance Netherlands B.V.,
Amsterdam, Netherlands

M SANYOQ Electric Service (Europe) Ag., Base/,
Switzerland

AFRICA

@ SANYO ARMCO {Kenya) Limited, Narrobi, Kenya

@ SANYO South Africa (Ptv) Ltd., Sandton, South
Africa

ASIA

*Korea TT Co., Ltd., Masan, Korea
% Korea Tokyo Electronic Co., Ltd., Masan, Korea
“ Korea Tokyo Siticon Co., Ltd., Masan, Korea
% Shenyang SANYO Airconditianer Ca., Ltd.,
Shenyang, China
Y Datian SANYC Home Appliance Co., Ltd., Dalian,
China
* Dalian SANYQ Cold-Chain Co., Ltd., Dalian, China
% Dalian SANYQ Food Systems Co., Ltd., Dalian,
China
% Dalian Bingshan Metal Processing Co., Ltd.,
Dalian, China
Y Dalian Meica Electronics Co., Ltd, Datian, China
Y Daltian SANYO Compressar Co., Ltd., Dalian, China
% Dalian SANYQ Refrigeration Co., Ltd., Daian,
China
% Dalian SANYQ Air Conditioner Co., Ltd., Dalian,
China
% Dalian Honjo Chemical Corporation, Jalfian, China
% SANYQ Energy (Beijing) Co., Ltd., Bejjing, China
% Tianjin SANYO Telecommunication Equipment Co.,
Ltd., Tianjin, China
% Tianjin Lantain SANYO Energy Co., Ltd., Tianjin,
China .
% Qingdac SANYO Electric Co., Ltd., Qingdao, China
% SANYQ GS Battery {Shanghai) Ltd., Shanghai,
China
% SANYO Electric Home Appliances (Suzhou) Co.,
Ltd., Suzhou, China
% Suzhou SANYO Electro-Mechanical Co., Ltd.,
Suzhou, China
* Suzhou SANYO Semiconductor Co., Ltd., Suzhou,
China
% SANYQ Energy (Suzhou) Co., Ltd., Suzhou, China
% Hefei Rongshida SANYG Electric Co., Ltd., Hefei,
China
 Tesonic-Tottari SANYQ Electric Co., Ltd.,
Guangzhou, China
* Dongguan Huagiang SANYO Electronics Co., Ltd.,
Dongguang, China
- % Dongguan Huagiang SANYO Motor Co., Ltd.,
Dongguang, China
% Guangdong SANYO Air Conditioner Co., Ltd.,
Foshan, China
Y Shenzhen SANYQ Huagiang Optical Technalogy
Co., Ltd., Shenzhen, China
% SANYO Semiconductor (Shekou] Ld., Shenzhen,
China .
% SANYO Electric (Shekou] Ltd., Shenzhen, China
“* Shenzhen SANYO Huagiang Energy Co., Ltd.,
Shenzhen, China

* Tattori SANYO Electric {Shenzhen) Co., Ltd.,
Shenzhen, China

Y SANYO Optronics (Hong Kong) Company Limited,
Hong Kong

% SANYQ Semiconductor Electranics (H.K.) Co., Ltd.,
Hong Kong

 SANYO Energy {Hong Kong) Company Limited,
Hong Kong

“ Tottori SANYO Electric (Hong Kong) Limited, Hong
Kong

% SANYO Electric (Taiwan) Co., Ltd., Taipei, Taiwan

 SANYO Energy (Taiwan) Co., Ltd., Taipei, Taiwan

Y SANYO Electronic {Taichung) Co., Ltd., Tafchung,
Taiwan

% FMS Audic Sdn. Bhd., Penang, Malaysia

% SANYO Electric (Penang) Sdn. Bhd., Penang,
Malaysia

 SANYO Pt (M) Sdn. Bhd., Johor, Malaysia

% P.T. SANYO Energy (Batam) Corporate, Batam
Island, Indonesia

*P.T. SANYO Electronics Indanesia, Bekasi,
Indonesia

% P.T. SANYQ Compressor Indonesia, Bekasi,
Indonesia

% P.T. Jaya Indah Casting, Bekasi, indonesia

% P.T. SANYO Industries Indonesia, Jakarta,
Indonesia

% P.T. SANYQ Jaya Components indonesia, Bogor,
West Java, Indonesia

% BPL SANYQ Limited, Bangalore, India

% SANYQ Semiconductor Manufacturing Philippines
Corporation, Tarlac, Philippines

% SANYQ Capacitor {Philippines) Corporation,
Tarlac, Philippines

J SANYO (Philippines), Inc., Metro Manila,
Philippines

Y Sanwa Electric Philippines, Inc., Cavite,
Philippines

% Tottori SANYO Electric (Philippines) Corporation,
Cavite, Philippines

Y SANYO Semiconductor (Thailand) Co., Ltd., Utai,
Thafland

* SANYO Universal Electric Public Co., Ltd.,
Bangkok, Thailand

% SANYO Industries (Singapore) Private Limited,
Singapore

H SANYO Precision Singapore Pte., Ltd., Singapore

H SANYD Airconditioners Manufacturing Singapore
Pte., Ltd., Singapore

Y SANYO Home Appliance Vietnam Corporation,
Bien Hoa, Vietnam

Y Meica Technology (Vietnam) Co., Ltd.,
Ho Chi Minh, Vietnam

@ SANYO Electric International Trading Co., Ltd.,
Shanghai, China

@ SANYO Sales and Marketing {Shenzhen)
Corporation, Shenzhen, China

@ SANYO Commercial Refrigeration International
Co., Ltd., Hong Kong

@ SANYO Semiconductar (H.K.) Co., Ltd., Hong Kong

@ 0.S. Electronics (H.K.) Ltd., Hong Kong

@ SANYO Electronic Components (HK) Ltd., Hong
Kong

@ SANYO Semiconductor Taipei Co., Ltd., Taipei,
Taiwan

@ 0.5. Semiconductor Co., Ltd., Tafpei, Taiwan

@ SANYO Sales and Service Sdn. Bhd., Petaling
Jaya, Malaysia

@ SANYQ SMI Thailand Co., Ltd., Bangkok, Thailand

@ SANYQ (Thailand) Co., Ltd., Bangkok, Thailand

@ SANYQ Semiconductor (S} Pte., Ltd., Singapore

@ O.S. Electronics (S) Pte., Ltd., Singapore

@ SANYO Energy (Singapore) Corporation Pte,, Ltd.,
Singapore

@ SANYQ Airconditioners (Singapore) Pte., Ltd.,
Singapore

® SANYO Malaysia Sdn. Bhd., Singapore

@ SANYO Electronic Components (Singapore) Private
Limited, Singapore

B Dalian Bingshan SANYO Cleaning Co., Ltd.,
Dalian, China

B Bonded Area Dalian SANYQ Cooling & Heating
Technology Co., Ltd., Dalian, China

M Beijing SANYO Cleaning Co., Ltd., Bejjing, China
B SANYQ Electric (China) Co., Ltd., Beijing, China

B Shanghai SANYO Bubugao Cleaning Co., Ltd.,
Shanghai, China

B Shanghai Hualeng Refrigeration Engineering,
Shanghai, China

B Guangdong Huagiang SANYO Group Co., Ltd.,
Dongguang. China

W Shenzhen Huagiang SANYQ Technology Design
Co., Ltd., Shenzhen, China

B SANYO Digital Design (Shenzhen) Limited,
Shenzhen, China

B SANYO Electric {Hong Kong) Limited, Hong Kong

B P.T. SANYQ Precision Batam, Batam /sland,
Indonesia

B SANYO LS| Technology India Private Limited,
Bangalore, India

BB BPL SANYO Finance Limited, Bangalore, India
B SSMP Estate Corporation, Tarfac, Philippines
M Sanwa Estate Philippines, Inc., Cavite, Philippines

B Tottori SANYQ Electric Philippines Estate
Corporation, Cavite, Philippines

B SANYO Asia Pte., Ltd., Singapore
W Nissei SANYQ Hitech Service Pte., Ltd., Singapore

OCEANIA

i

aida i

@ SANYQ Australia Pty. Ltd., Sydney, N.S W,
Austrafia
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INVESTOR INFORMATION

HEAD OFFICE

5-5, Keihan-Hondori 2-chome, Mariguchi City, Osaka 570-8677, Japan
Telephone: +81-6-6991-1181

Facsimile: +81-6-6391-6566 (Corporate Communications Unit)

U.S. CONTACT ADDRESS

SANYQ North America Corporation

(Head Office)

2055 Sanyo Avenue, San Diego, CA 92154, US.A.
Telephane: +1-619-661-1134

Facsimile: +1-619-661-56735

FOUNDATION
Founded: February 1947  Incorporated: April 1950

COMMON STOCK (As of March 31, 2003)
Authorized: 4,921,196,000 shares  Issued: 1,872,338,099 shares

CAPITAL {As of March 31, 2003)
¥172,242,294,083

NUMBER OF STOCKHOLDERS {As of March 31, 2003)
207,528

LISTINGS

Common stock is listed on the Tokyo, Osaka, and three other domestic stock exchanges. Overseas listings are on the Amsterdam, Frankfurt, Swiss, and Paris exchanges.

American Depositary Shares for common stock are quoted in the NASDAQ System in the United States.

TRANSFER AGENT
The Sumitomo Trust & Banking Co., Ltd., 5-33, Kitahama 4-chome, Chuo-ku, Osaka 540-8639, Japan

COMMON STOCK PRICE RANGE

The highs and lows of Sanyo comman stock on the Tokyo Stock Exchange for each quarter of fiscal 2003, 2002, and 2001 were as follows:

Fiscal 2003 Fiscal 2002 Fiscal 2001
High Low High Low High Low
First quarter ..... . .. ¥633 ¥488 ¥847 ¥717 ¥ 966 ¥616
Second quarter 568 406 791 418 930 744
TR QUAITET ...ttt b0 a17 264 706 435 1,080 810
FOURHN QUAILBT ...t bt st n 305 680 467 996 632
CASH DIVIDENDS
interim and year-end cash dividends per share paid to stockholders for fiscal 2003, 2002, and 2001 were as follows:
2003-1t 2003-1 2002-11 2002+ 20011 20071
¥3.00 ¥3.00 ¥3.00 ¥3.00 ¥3.00 ¥3.00

For further information and additional copies of our annual report and other publications, please write to the Corporate Communications Unit at our head office.
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